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Photo courtesy Exide Industrial Division, Electric Storage Battery Co., Philadelphia, Pa. 


Want a battery of compliments? 


If you’re looking for a product tHat will win compli- 
ments everywhere, why not take a lesson from the 
manufacturer of the big batteries shown above. For 
he has learned through experience, that some jobs are 
just made to order for PLIOFLEX rubber 


His particular problem lay in finding the right mate- 
rial for the battery cases. Conventional container 
materials just didn’t have the strength or resilience to 
withstand the shock, pressure and abuse of rugged 
Diesel locomotive service. His answer was to pioneer 
the use of fully molded, hard rubber cases and covers. 


tea 


general purpose 
synthetic rubber 


a CHEMIGUM «+ PLIOFLEX 


Plioflex, Pliolite, Pliov 





.- GOODFYEAR 


CHEMICAL DIVISION 


PLIOLITE 


At first, natural rubber was used. But then his case 
supplier suggested changing to PLIOFLEX. The rea- 
sons? PLIOFLEx is considerably more uniform, accepts 
a wider variety of fillers for easier compounding, proc- 
esses more readily and cures faster. The end result: 
A better battery case at lower cost. 


How can PLIOFLEX improve your product? Why not find 
out by writing, today, for full details and the finest in 
technical assistance. Address: 

Goodyear, Chemical Division 

Dept. P-9458, Akron 16, Ohio _—, 60) 


Ss 


PLIOVIC +» WING-CHEMICALS 


Tr. M.’s The Goodyear Tire 4 ibbe ompany, Akron, Ohio 








FIVE WAYS 


out-of-town telephone calls 


can increase your sales 


1. Cover more territory—and locate more 
prospects. A telephone call takes mere sec- 
onds to span the miles—in any direction. 


2. Serve present customers more promptly 
—profitably. Frequent telephone contacts can 
keep you up-to-the-minute on their needs. 


3. Make field trips more productive. Tele- 
phoning ahead for appointments sets the stage 
for businesslike selling and reduces costly 
“cold”’ calls. 


Rolled Steel Corporation, Skokie, Illinois, 
has 18 salesmen, each of whom telephones 
20 to 25 prospects every day. In just 10 
years, the company has built an $8.5 mil- 
lion volume through telephone sales. 


BELL TELEPHONE SYSTEM 


4. Keep your sales force in touch. Leads, 
price data and sales strategies are quickly 
exchanged by telephone, with a minimum of 
paperwork. 


5. Close many sales directly, with so much 
less effort, travel time and expense. 


Make sure your salespeople (and others in 
your company) are making the best possible 
use of out-of-town telephoning—on a con- 
sistent, planned basis. You'll find it pays. 


YOU SAVE MONEY 

WHEN YOU CALL STATION-TO-STATION 

instead of Person-to-Person 

For example: 

Charleston, W. Va., to Person Station 
Pittsburgh $100 70¢ 20¢ 

Milwaukee to Minneapolis $142 $100 25¢ 


Newark, N.J., to 
Cleveland $155 $110 30¢ 
Boston to Chicago $225 $160 
Seattle to 
Washington, D.C. $350 $250 
Add 10% Federal Excise Tax 


a ee 


Day Rates (first 3 minutes) Each Added 
Person-to- Station-to- Minute (applies 
to all calls) 
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How Sinclair Increases Oil Recovery —With Fire 


by WILLIAM H. MORRIS 
President 
SincLam Or & Gas CoMPANY 
a subsidiary of 


“Crude oil is a stubborn material. It clings so tenaciously to the 
porous rock formation in which it’s found that in many cases 
more than half of the oil is not recovered by conventional 
production methods. Now, however, Sinclair research engineers 
have learned how to use an ancient tool—fire—to pry out additional 
quantities of the oil left behind. A patented Sinclair ‘heatwave’ 
process starts a fire in the oil formation. Then, injections of gaseous 
fuel and air drive the fire through that formation, sweeping 

the oil to producing wells. Now undergoing commercial 

testing, this Sinclair research development promises much 

fuller utilization of the nation’s oil resources and demonstrates 
our continuing technical leadership.” 


SINCLAIR OIL CORPORATION . 600 FIFTH AVE., NEW YORK 20,N.Y. 
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Sunny Side of the Street 


At first glance, the news was 
enough to make even a Wall Street 
bull see red. To break the New 
York Stock Exchange’s “octupus- 
like grip” on securities prices, the 
Midwest Stock Exchange was re- 
ported to be chopping the prices 
of most stocks on its list by 15% 
to 20%. Mean- 

while Manhat- —— | 
tan’s Big Board 
was said_ to 
be noodling a 
business-build- 
ing plan of its 
own: in a vari- 

















reverent irrelevancies as to make 
even the Harvard Lampoon blush 
crimson. . 

Along with such bits of intelli- 
gence as the report that the State 
Department has what it calls the 
Civil Service Missile (“It won't 
work and can’t be fired’), the 

jocular Journal 
also __—i revealed 
that the Irving 
Trust Co. had 
sent one de- 
positor his 
monthly bank 
statement to- 





ation of the 
numbers game, 
it was consid- 
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gether with the 
warning that 
“this is the last 








ering offering 


time the bank 





cash prizes to 
investors who 
come closest to 
estimating each 
day’s closing volume on the New 
York Stock Exchange. 

As if that were not enough, sev- 
eral corporations were the subjects 
of similar hair- and eyebrow-rais- 
ing news: P. Lorillard was said to 
be bringing out a new filterless-tip 


“There are 


they're after my resignation.” 


will spend three 
cents to let him 
know he _ has 
two cents.” Far 
more startling was the exclusive 
report that the Chase Manhattan 
Bank had accidentally thrown out 
$100,000 worth of bonds in the 
morning garbage, an oversight that 
had every president in the 
place “down in the dumps.” 


think 


times I 


vice 


oe eee product called  cigarettes—‘de- Like all good newspapers, the 
signed especially for people who Journal was a masterpiece of make- 
want to smoke”: Johnson & John-_ up, liberally sprinkled with 
son was supposed to be readying a toons, many so ribald as to defy 
“Recession” Band-Aid description 
mended for treating price cuts”; 
General Electric was reported to upmanship by the Commercial & 
have developed a machine that Financial Chronicle’s Edgar Allen, 
makes a suit out of lint (only draw- Jr. (see cut) 
back: “the suit picks up blue Addlepated Ads. 
serge’); and the Hilton Hotel chain _ satirical 
announced the purchase of the 
Leaning Tower of Pisa, which it 
plans to turn into a modern hostel- 
ry called the “Tiltin’ Hilton.” 
Stocks & Yoks. Actually, such 
stupefying stories as these are all 
part of a nefarious plot to prove 
that Wall Street, which stretches 
from Trinity Church to the East 
River and which has sometimes 
been called the Street of Sorrows, 
also has its sunny side. The point only at people with a million dol- 
is made abundantly clear once each lars.” 
year by the members of the Bond If that does not 
Club of New York in a one-shot _ straight-laced Wall 
newspaper, which goes by the vulnerable funny 
name, The Bawl Street Journal. this much does: 
At $1 a copy, the 1958 edition, out issue, The Bawl 
early this month, was as chock full establishes a new 
of such Puckish parodies and ir- tion—50,000! 
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Corporate Changelings 


Nor was the 
without its adver- 
tisers, only the ad copy was some- 
thing no Madison Avenue man 
could call his own. “If the stocks we 
sold you went up,” wrote Harri- 
man Ripley & Co., “don’t tell Harri- 
man—tell Ripley!” “We learn from 
our mistakes,” Bear, Stearns & Co 
advised. “No one knows more than 
we do.” Even J. P. Morgan & Co 
advertised: “Our tellers 

million-dollar smile. They 
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YOUR PLANT BELONGS HERE | 
IN NORTH CENTRAL ILLINOIS 





| shown in your magazine. 
| for a gift for my nephew’s eleventh birth- 


READERS SAY 


“Master” Financier 


Sm: Your Sidelines article, “Moppets 
& the Market” (Forses, June 1), failed 
to include the interest children have 
In searching 


day this past November, word came to 
me through the family grapevine that 


'| what my nephew wanted most was a 


| subscription to Forses. The subscription 


was placed in the name of “Master” 
Kenneth Mark Werner... . 

My nephew anxiously awaits the ar- 
rival of each issue; devours and digests 
it and, whenever we meet, swamps me 
with facts, statistics and market con- 
versation to the point where I can no 
longer read Forsrs superficially for fear 
that I will be unable to uphold my end 
of the discussions. Parenthetically, I am 


proud and Forses may very well be. 


Seymour S. Lesser 


| New York, NY. 


Vital Noland 


“WA 


To All Ametica= 
And the World! 


The St. Lawrence Seaway and Great | 
Lakes make the inland river towns of | 
North Central Illinois your direct route | 
to both the Gulf of Mexico and the 
markets of all the world! 

Besides water, there are unexcelled 
rail, air, truck and pipe transportation 
facilities, too. 

Here, midway between America’s rich 
agricultural and mineral resources and 
her industrial plants and multi-million 
markets—you benefit from savings on 
both production and selling costs. 

You will find the facilities for profit- 
able industry—and for enjoyable liv- 
ing here. 


R LINK” 


| wishing-for-it” 


Illinois—your 
central location 
to serve all 

the nation 


Write in confidence for more complete de- 
tails concerning your special requirements. 
Division of Industrial Planning & Develop- 
ment, State of Illinois, Springfield, Illinois, 
William G. Stratton, Governor 


Wages & Incentives 


Stmr: Maybe Mr. Reuther doesn’t know 
the facts of life (“Mr. Reuther and the 
Facts of Life,” Forspes, May 15), let alone 
the economic facts. But on the other hand, 
he may be more right and smarter in 
many ways than we give him credit for. 
You show how much Chrysler has lost 
and how little Ford has made, and these 
offset against the possible additional 
costs of Reuther’s plan would make the 
situation impossible. 

But you also mention $1.5 billion which 
the [auto] industry spends for retooling 
and changes. Now, there are reasons for 
this being such a big amount, but maybe 
in the rush for new business and the 
desire to hog it all (if possible) the 
companies are spending too much and as 
a result raising the cost of the end prod- 
uct as much as the demands of labor. 

Maybe a generous attitude toward the 
workers would fire them with good will, 
more production, more money to buy 
cars and other products of industry—that 
is, something like the elder Ford’s $5-a- 
day attitude. 

—WiL1AM MolstTEr Jr. 


San Antonio, Tex. 


Wishing Won't Make It So 


Sir: The current “make-prosperity-by- 
campaign is seemingly 
an offspring of a similar attempt in the 
past century referred to by Wallace 
Stegner in his biography of John Wesley 
Powell, West of the 100th Meridian. 
The 19th century slogan: “Rain Follows 
the Plow.” 

It will be interesting to see if the [re- 
sult of] current campaign parallels the 
earlier one. The rain campaign was fol- 
lowed by a severe drought. 

—(mrs.) HELEN SCHMILL 
Alamogordo, N.M. 


Before It’s Too Late ... 


Smr: Malcolm Forbes’ editorial, “Of 
Businessmen & Bureaucrats” (ForseEs, 
June 1), was excellent. Why not carry 
this idea further and urge even more 
aggressively that our top businessmen 
accept their responsibility and become 
more active in Government? 

As you have pointed out, if we are 
to survive it will require our best efforts, 
our best talents, our best leadership. .. . 
Business leaders [should] get into the 
Government and ‘help] correct the 
weaknesses they see. Unless more of our 
gifted citizens come to this realization 
soon it may be too late. 

—CoMMANDER A. W. O’CoNnNELL 
Armed Forces Staff College 
Norfolk, Va. 


Sm: I have just read your editorial 
about the Harvard Club study list of 
reasons for businessmen being dissatis- 
fied with working for Washington. I 
would add one more: exposure to un- 
restrained criticism from newspaper and 
magazine editors and the general public, 
like myself. We are all at fault. I wonder 
sometimes why we get any good men to 
serve our Government. 

—JOHN CROMIE 
Indianapolis, Ind. 


Ship Financing 


Sm: Your article dealing with ship 
financing (“The Unlucky Ship,” Forses, 
May 15) was excellent. However, it con- 
tained two inferences which we do not 
feel were intended but which could be 
misunderstood by the casual reader. 

1) You imply that the 5% rate asked 
by institutions on ship bonds was out 
of line. . . . It is my own personal opin- 
ion that the 5% rate was not out of line. 
This has been a very specialized type of 
financing and the rate had to be com- 
petitive with other investments available 
to the lending institutions. 

2) The casual reader could be led to 
believe that a 2.7% rate on guaranteed 
ship mortgage bonds would be justified, 
since this is the rate on guaranteed Pub- 
lic Housing Authority bonds. There is 
a great deal of difference between these 
two types of obligations: . . . The Pub- 
lic Housing Authority bonds are exempt 
from all Federal taxes whereas the ship 
mortgage bonds would not be exempt. 
This factor alone justifies a substantial 
difference in the gross yield on the two 
types of obligations. .. . 

—Haroip H. Hays 

Assistant Treasurer, 

Liberty National Life Insurance Co. 
Birmingham, Ala. 


Pertinent Facts 


Sir: In your story about steel earnings 
(“It Might Have Been Worse,” Forses, 
May 15), you state: “Only industry- 
leading U.S. Steel and Chicago’s Inland 
Steel, a low-cost producer, covered their 
common dividends with cash to spare.” 

On the other hand, another publication 
implied that it is not uncommon for 
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managements to employ the “fine art” 
of accountancy to keep published profits 
up, and that U.S. Steel was able to [come 
up] with a net profit bigger than its 
dividend payments only by making no 
capital contribution to its pension fund 
and by cutting its depreciation charges 
by more than 30%. 

Presuming that both statements are 
technically correct—which I do not 
doubt—which statement .. . is the more 
informative to the average investor? 

—Frank C. WELCH 
President, 
Peoples Bank and Trust Co. 
Cedar Rapids, Iowa 


U.S. Steel’s pension-fund payments 
have long been close to the maximum 
permitted by tax regulations (many 
steel companies have contributed at the 
minimum rate)—a policy which, in 
effect, has provided a cushion for days 
of lean earnings. But even if U.S. Steel 
had elected to make its usual pension 
deduction, it still would have covered 
its dividend with cash to spare ($28 
million or 5c a share). 

True its depreciation charges dropped 
35% from the same period last year. 
Yet this was not inconsistent with charges 
made during previous years. The decline 
reflects normal lessening of fast amorti- 
zation on emergency facilities. Another 
decrease can be forecast for 1959, in 
which year such charges will be virtually 
eliminated.—Eb. 


Misplaced Oasis 


Str: President Frank Freimann may 
know his Magnavoxes (“A Matter of 
Immunity,” Forses, June 1), but he cer- 
tainly doesn’t know his oases. He de- 
scribes Magnavox’s merchandising system 
as a “thriving oasis in the jungle warfare 
merchandising which prevails today.” . . . 

Even metaphorically, speaking, an oasis 
is always in a desert or at least a waste. 
And, metaphorically speaking, that’s just 
what Mr. Freimann’s metaphor seems to 
me. 

Georce Y. JOHNSON 
Brooklyn, N.Y. 


“Bridge” of Gold 

Sir: Bill Holden still wins (“The Long, 
Long Payoff,” Forses, June 1). Have you 
figured out what proportion of the $2.5 
million he would get to take home if he 
drew his share of the gross on Bridge on 
the River Kwai in one lump? I haven’t 
either. But with taxes going up to 91% 
at the top rate it would be a lot less 
than the $1.5 million he can expect to 
collect, before normal taxes, if he lives 
to be 70. 

—THomMAS MERRIL 

Cleveland, Ohio 


Multiplying Calculator 


Sir: In your IBM cover story (Pace 
Setter of the Growth-Gaited,” Forses, 
June 1), one reads that “Little Royal 
Precision Equipment has emerged 
as the fastest-climbing comer in the 
small computer field, with some 200 
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installations in the past 20 months alone.” 
Elsewhere I read that [Royal Precision] 
has delivered more than 100 electronic 
computers, 
the fact that in just a year and a half, 
Royal McBee has become one of the 
four leading suppliers of electronic com- 
puters in the low price field.” Did they 
sell 100 in eight weeks? 
—Paut Kuntz 
Grinnell College 
Grinnell, Iowa 
Not quite—but, reports John Diebold 
& Associates, the statistical organization: 
“The remarkable performance of the 
firm is evidenced by the reports of no... 
installations 18 months ago, 33 by July, 
62 by October, and 104 by February.” 
—Eb. 


What Recession? 


Sir: Recession be hanged! Prices are 
going up, my expenses are going up, 
everybody’s stocks but mine are going 
up—even my blood pressure is going 
up. If this is a recession, what on earth 
is going down? 

Arsy A. HALPERN 
Crestwood, N.Y 


Pipeline Pioneer 


Sir: Although you credit the recent 
growth of Transcontinental Gas Pipe Line 
to Tom Walker, isn’t it true that the late 
Claude A. Williams, former acting Texas 
Secretary of State, actually founded the 
line? I seem to recall that Williams was 
forced out of the management by New 
York City financial interests shortly be- 
fore Walker became president. 

RoLtaAnpD MARTIN 
Los Angeles, Calif. 


Among Transco’s founders, Claude A. 
Williams served as president from 1946, 
when the company was formed, until his 
resignation in early 1953. The departure 
reportedly stemmed. from a disagreement 
with directors over progress on expansion 
plans. Williams sold his holdings to Stone 
& Webster, Inc., which today 
14.2% of outstanding common shares and 
is Transco’s biggest stockholder.—Ep 


owns 


Our Debt To The British 

St1r: I thought your article on Britain’s 
Consols (“Sir Henry’s  Heirlooms,” 
Forses, May 1) a bit too sanctimonious. 
“British cooking—boiled and _ tasteless.” 
Could anything be worse than that 
found at most hot-dog stands and South- 
ern Fried Chicken joints? 

The mention of World 
reminds me that we let 
bleed themselves almost to death and 
bankruptcy, while we sent them bills 
of sale made out at exhorbitant prices. 
Our excess profits taxes are witness to 
that! 

And speaking of debts, a great many 
states [have] welshed on loans made by 
British citizens. Meanwhile we passed 
laws to prevent those states from being 
sued. 


War I debts 
the British 


A. S. 
Boston, Mass 


“a record which highlights | 


What difference is there 
| between 


one broker and another? 


They can both buy or sell virtually 
any security you name. 

They both usually charge the same 
commission on any transaction. 

So what’s the difference? 


That’s a fair question—but a tough 
one for the individual investor to an 
swer since it involves comparison of 
one broker with another on points 
like these: 


Differences in customer service 
Differences in physical facilities 
Differences in research aid 


Differences in personnel training 
and — most important of all 


Differences in fundamental policy. 


It’s not our place, obviously, to 
with any 
broker. That’s the investor’s job. 


compare ourselves other 


But we do feel that it is our respon- 
sibility to simplify his job by telling 
him everything he might want to know 
about our operation. 

That's why we've always published 
an Annual Report, mailed it to every 
customer, and offered it to any other 
interested person. 


That’s why we've just published a 
32-page pamphlet entitled 


“This is Merrill Lynch, 
Pierce, Fenner & Smith” 
We'd be more than glad to send 
you a copy, for it spells out in detail 
just who we are, just how we operate, 
and just what we stand for. 


For your copy, just address— 


Department SD-58 


Merrill Lynch, 
Pierce, Fenner & Smith 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 


Offices in 112 Cities 








LINE UP with these 


NEW PLANTS on this 
DEEPWATER SITE.... 


FASLSSA LL fof ep bepbpef fof bepeeh happy 


ONE OF THE NATION'S [IMPORTANT 
PRODUCERS OF TITANIUM DIOXIDE 


t 
i 
id 


x 
= 
inal 
za 


B 
i 


oar) 
- 


® 5 HERE! 


-~ 


— 3€ HERE! A MAJOR COPPER 


REFINING COMPANY 


NEW STEAM ELECTRIC POWER PLANT, PART OF 
AN INTEGRATED GRID TOTALING 10,000,000 Kw 


e Finest spot on the eastern seaboard 
... BIG sites... BIG labor pool... 
BIG power supply ... BIG opportuni- 
ties to reach U. S. and foreign markets 
more conveniently. A_ portside plant 
HERE is the soundest production-for- 
profit strategy. 


ON THE B&O 
at Marley Neck 
PORT OF BALTIMORE 


PHONE OR WRITE: 
T. G. GORDON, Industrial Agent G. E. FERENCE, industrial Development Agt. 
BALTIMORE 1—LExington 9-0400 NEW YORK 4—Digby 4-1600 
A. C. TODD, industrial Agent FIELDING H. LEWIS, Industrial Agent 
CINCINNATI 2—DUnbar 1-2900 PITTSBURGH 22—COurt 1-6220 
W. E. OLIVER, industrial Agent 
CHICAGO 7—WaAbash 2-2211 


BALTIMORE & OHIO RAILROAD 


Constantly doing things—better! 


B.0 








TRENDS & TANGENTS 


Labor peace is a somewhat startling 
pher omenon of the present recession. 
Measured in terms of both the num- 
ber of strikes and the workers in- 
volved, strike activity was lower in 
April, for instance, than any time in 
the past decade. One explanation: 
widespread unemployment, other re- 
cessionary pressures have led in many 


| eases to swift agreements on labor 
| contracts. 


A “build-it-yourself’’ house, made of 


| aluminum and so compact that it can 
| be packed in a desk-size crate, is due 
| to bring mail-order buying of homes 


a step closer. Marketed by Britain’s 


| Coseley Engineering Co., the 10’x20’ 
| building needs no frame, can be put 
| together by unskilled labor in a day. 


The upturn in new construction during 
May, amounting to $4.1 billion vs. $3.7 
billion in April, provided the reces- 
sion with another silver lining and a 
slight ray of hope. Government esti- 
mate is that building totaled $17.7 
billion during the first five months of 


| the year—a shade above the figure for 
| the same period in 1957. But industry 


analysts warn against over-optimism, 


| pointing out that the bulk of the gain 


is in public works, with private con- 
struction actually down slightly. 
* e * 


Security first is the desire of the 


| average labor union member, accord- 


ing to a survey by the Opinion Re- 
search Corporation. The survey claims 


| that 46% of the union members are 


most interested in increased unem- 


| ployment benefits, 40% in increased 


hospitalization and insurance benefits, 


| 36% in a guaranteed annual wage. 
| Only 27% put higher wages and 18% 


profit sharing plans first. 
= * . 


New York’s money-losing subways 


| are going to take a ride on an idea 
| proposed by B.T. Babbitt Co. President 


Marshall Lachner. Over a 90-day test 


| period, Babbitt will offer coupons in 
| five of its soap and cleanser products 


that consumers can exchange for free 

transportation: Three coupons for one 

15c subway token or one ride on a bus. 
. e « 

Wall Street hears that the Great At- 
lantic & Pacific Tea Co. will soon come 
to market with the voting shares now 
held by the Hartford Foundation. Ac- 
cording to the grapevine, A&P will 
split the stock 10-for-1, and grant 
voting rights to its non-voting shares 
now listed on the American Stock Ex- 

(CONTINUED ON PAGE 10) 
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She Chose Dividends—Not Directors’ Meetings 


Mr. R. 


tionally distributed through a group of 


Mrs. R.°s husband had been president 
of one good-sized company and an 
active director of two others. Upon his 
death. the estate consisted principally 
of extensive holdings in these three 
corporations. Mrs. R. had no desire to 
become a businesswoman; so it was 
necessary to convert these holdings 
into investments more in line with her 
needs and capabilities. 

Kidder. Peabody & Co.'s 


guidance, most of the stock in the com- 


| ndetr 


pany which headed was na- 


underwriters and dealers. Another 
block was sold in its entirety to an in- 
The block 
was sold over a period of time in lots 
of 100 and 200 shares on the New 
York Stock Exchange. 


The proceeds of these sales were re- 


stitutional investor. third 


invested in a diversified list of stocks 
and bonds with the aim of providing 


Mrs. R. 


with current income. 


KippER, PEABODY & Co. 


FOUNDED 1865 


New York § - 17 Wall Street - HA 2-8900 
Cuicaco 3 - 33 So. Clark Street - AN 3-7350 
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Boston 10 - 


75 Federal Street 
Los Ance.es 14 


LI 2-6200 
210 W. 7th St. - MI 


PHILADELPHIA 9 - 


3271 


Mrs. 
many women who depend upon Kidder, 
Peabody & Co. for the special kind 
need If 


similar 


R. is not one woman. She ts 


of investment service they 


you have a somewhat mivest 


ment problem, call or write the Special 
New York or 
Partner im the Kidder, 


Accounts Manager inh 
the Resident 
Peabody office nearest you 

If you preter, write for your compli- 
mentary of our INVEN- 


COPpy current 


TORY OF INVESTMENT [DEAs.” 


Members New York, Ame 
Midwest and Pacific Co 


123 So. Broad Sr 
San Francisco 4 - Russ Bldg 


KI 5.1600 
GA 1-6744 








What stocks are favorites with readers 
of The Exchange Magazine — and why 


For safety of principal? For 
dividend income? For future 
growth? For accumulation 
under the Monthly Investment 
Plan? As a gift to a son or 
daughter? 


Advance findings of this nation- 
wide survey of investors in all 
walks of life appear exclusively 
in the June issue of THE EX- 
CHANGE. For example: the top 
25 selections for each objective; 
the 5 stocks named in each clas- 
sification; the 3 stocks selected 
for each of 4 objectives. 


See for yourself this revealing 
picture of basic considerations 
influencing these investors’ 
preferences, their aims and 
hopes. Their incomes and occu- 
pations are also shown. 


The value of Book Value 


What is book value? How is it 
figured? Does it help determine 
the intrinsic worth of a common 
stock? See Book Value and 
Market Value. This brief, crisply- 
written article lists 25 stocks 
selling above book and 25 selling 
below. It shows how to figure 
the book value of a stock and 
offers cautions to new investors. 


An investment place for 
employees 


An interesting account of how 
a major corporation made the 


Monthly Investment Plan avail- 
able to its employees appears 
in the same issue. George 
Romney, President of American 
Motors Corporation, tells why 
MIP was introduced, how it’s 
working. He writes of some long- 
range effects MIP might have on 
management-employee relations 
and how the plan has sparked 
interest in investing at all em- 
ployee levels. 


Common stocks— 
how much in common? 


An often-asked question — what 
determines the price of a stock 
—comes under the editorial eye 
of THE EXCHANGE Magazine in 
Too High Or Too Low. Twenty- 
two common stocks — all selling 
at about the same price — are 
reviewed. The conclusions? 
They’re in the June issue. 


There’s more in this issue of 
THE EXCHANGE Magazine — and 
still more in the monthly issues 
to come. Helpful ideas and fresh 
facts about investing you won’t 
want to miss. 


What does a year’s subscription 
to THE EXCHANGE Magazinecost? 
Only $1.00. And you start your 
subscription with the fact-filled 
June number. Just fill in and 
mail the coupon below. Do it 
today ! THE EXCHANGE Magazine 
is not sold at newsstands. 


TRENDS & TANGENTS 


(CONTINUED FROM PAGE 8) 


change. These shares already have 
soared from less than 150 in 1957 to 
a recent 320. 


Expanding power demands may be 
partially met by a new General Elec- 
tric product: super high-voltage 
transmission lines that will transmit 
power over enormous distances. In 
time, GE scientists predict, a power 
grid straddling the U.S. could enable, 
say, Chicago to draw power from as 
far away as the Pacific Northwest. 

e a = 


Stranded on Miami Beach by the fall- 
ing tide of the recession are some of 
the largest hotels on the nine-mile 
sandstrip. Seven, including the Cad- 
illac, the President Madison and the 
Monte Carlo, have gone bankrupt in 
recent months following the worst 
winter season in many years. If the 
recession continues, hotelmen fear 
more of Miami’s plush hotels may be 
in trouble before the year is out. 


Marlboro ads, featuring tattooed 
males, have long been tailored for 
the he-man market. Yet while sales 
have boomed, manufacturer Philip 
Morris—which started Marlboro real- 
ly rolling by featuring a flip-top box 
—has discovered that boxes bulk too 
large in men’s pockets. Result: Mor- 
ris plans to bring out Marlboro in a 
soft pack as well as a box, backing 
the move with a multi-million dollar 
ad campaign. 


Sales of transistors this year may 
top 1957’s record $70 million by a 
good $30 million, industry sources 
estimate. So far in 1958, production 
is up 88%, reflecting in part the tre- 
mendous changes the tiny devices 
(which take the place, in far less 
space, of vacuum tubes) are making 
in electronic circuitry. 


THE EXCHANGE Magazine, Dept. 7. 

11 Wall Street, New York 5, N. Y. 
Enclosed is $1 (check, cash, money 
order) for a year’s subscription to THE 
EXCHANGE Magazine. 


Tax relief for small business may 
be on the way. Key feature of a bill 
now in the House Ways & Means 
Committee is a provision permitting 
small businessmen to deduct at least 
part of any fixed investment from 
taxable income right away instead of 
having to depreciate it over a period 
of years. The lawmakers are still 
trying to decide just how much may 
be deducted and to what kind of in- 
vestment it will apply. 


ADDRESS 
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He’s making sure 
the tomatoes 
taste good 


The tin coating on food cans does not have to be 
thick—but it is important that it be evenly dis- 
tributed to give sure protection for the contents. But 
how can you measure and inspect a coating that’s 
almost as thin as a shadow? 

U. S. Steel does it with the unique X-ray gage you 
see in the picture. A beam of X-rays is directed at 
the tinplate. The rays penetrate the tin coating and 
cause the iron atoms in the steel base to fluoresce and 
emit X-rays of their own. As these new X-rays 
emerge from the base, they are partially absorbed 
by the tin coating. The X-rays finally leaving the 
tin are measured by a geiger counter and this reveals 
the amount of absorption and, therefore, the coat- 
ing weight. 

Research work like this is one of the factors that 
accounts for the consistent high quality of all types 
of steel made by United States Steel. 


USS is a registered trademark 





ROPE 
TRICK 


Most amazing are the myriad tricks per- 


formed by modern wire rope. 


It lifts you from street level to sky- 
scraper heights in seconds . . . hoists 
stone from quarries . . . helps build the 
highways, supports the giant suspension 


bridges over which you drive. 


But this giant could not serve you 
until its muscles were made more flex- 
ible .. . protected against friction, rain, 

< 
mud, even underwater service. Petro- 
leum research solved these problems 


with a unique lubricant. 


This kind of research, in which 


Texaco is a leader, provides benefits in 


swiftly built highways, great dams, tall 
buildings, giant bridges . . . progress on 


many fronts fo serve you. 


TEXACO 


Progress...at your service 


THE 
TEXAS 
COMPANY 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


NOT BY GUNS ALONE 


History records few civilizations that have flourished 
for long on sheer military power alone. Hitler’s “Thou- 
sand Year Reich” held Continental Europe in a firm grip, 
had a regimented, militarized society behind it and boast- 
ed the most up-to-date army the world had known up 
to that time. Yet the Nazi Germans went down to utter 
defeat, due in large part to political and economic weak- 
ness which left them standing alone against almost the 
entire civilized world. 

This is a lesson of history that Premier Khrushchev 
and his would-be world conquerors understand very well. 
Never have the limitations of sheer force been more 
apparent than today—paradoxically at the very time when 
ICBMs and hydrogen bombs have extended the range of 
military power beyond all previous belief. The reason, 
of course, is that the nation which pulls the trigger knows 
full well that it will be ensuring its own destruction as 
surely as that of its enemy. As things stand now, an easy 
military victory for either side is just not in the cards. 
The world balance of military power is in a stalemate 
that is likely to continue for a long time. 

But this does not mean that the world power struggle 
is stalemated. Checked by NATO and US. retaliatory 
power, the Russians are pushing their aggression through 
economic penetration and intellectual and political sub- 
version. And in meeting this’ non-military offensive, the 
Free World today seems con- 
fused, hesitant and divided. 

Is this because, forgetting the 
lessons of history, we are being 
tempted to rely on the Bomb 
alone to protect us? Sometimes 
it seems as if we are, but for- 
tunately the best minds in the 
Western World are acutely 
aware of the problem. Recently 
I had the opportunity to meet 
Field Marshal Bernard Mont- 
gomery, Britain’s World War II 
hero, who was in this country for 
a reunion with his old comrade- 4 
in-arms, President Eisenhower. MARSHAL 
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In talking with this great soldier I was both im- 
pressed and delighted to learn how conscious he was of 
the dangers of relying on military strength alone. A few 
days later, Viscount Montgomery expanded on his ideas 
in a speech before the Pilgrim Society in Manhattan. This 
great military man, still alert and vigorous at 70, came 
very close to the heart of the matter with these 
words: 

“We want a common defense against the threat 
from the East. But how can we have a common defense 
without a common policy—one which embraces the 
political, economic and financial fields? 

This is a good question, and one which all Americans 
might well give some thought to—just as President Eisen- 
hower and Prime Minister Harold Macmillan have been 
doing in their recent meetings. Security 


no longer be found behind Chinese walls, oceans o1 


today can 


Maginot lines, neither can it be attained simply by build- 
ing a larger stockpile of hydrogen bombs or longer-range 
ballistic missiles. Defense in 1958 is a total concept, a 
matter of military, political, economic and technological 
cooperation among all those nations who wish to defend 
the Free World doctrine of individual worth against the 
totalitarian concept of communism 

We should all keep this in mind whenever the question 
arises of cooperation with our allies. However good the 
arguments may be against sub- 
merging any of our national 
freedom of action, we should re- 
member that there are times 
when nationalism must bow to 
the overwhelming importance of 
a joint Free World defense. This 
is true whether the issue at 
stake is the sharing of nucleai 
knowhow, the imports of bi- 
cycles from an ally that must 
trade to survive, or political 
cooperation with a friendly gov- 
ernment even when we do not 
like the color of its necktie 

To quote again from Field 
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Marshal Montgomery: 

“Soviet expansion in Europe and in the North 
Atlantic area generally has been halted ... But 
do not think that having been deterred from 
starting a ‘hot’ war by the growing strength of 
the West, the Communists would on that account 
decide to call off the ‘cold’ war. In my opinion, 
Soviet pressure on the West is steadily increasing. . . 
We now face an economic and financial war directed 
at the very foundations of civilization; if we lose 
it, international Communism will gain a_blood- 
less victory... 

“The nations of the West are all agreed as to the 
direction in which they want to go. But they appear 
to me to lack agreement as to the best course to 
steer. The nations need closer cooperation in 
wider fields than the mere defense of the national 
territories.” 

It never ceases to surprise me that so many Americans 
miss this point completely. They boggle and complain at 
every step away from an outmoded concept of national 
isolation. Senator William Jenner even went so far a few 
weeks ago as to suggest that we limit our military co- 
operation to five small Asian nations and leave Europe, 
in effect, to its own devices. 

I do not think Senator Jenner would propose that we 
indulge in unilateral disarmament in the face of the 
Soviet threat. Yet any return to isolationism, politically. 
economically or technologically, amounts to nothing more 
than unilateral disarmament in the face of the Soviet 
offensive in those fields. 

“We have,” warns Field Marshal Montgomery, 
“lost the initiative in the contest between East and 
West. Our actions are all negative. On the other 
side is a group of states dominated by one super 
State .. . On our side is a group of States, with 
intense national sensitivity, and unable to agree 
on how to get where they want to go.” 

We are, in other words, engaged in a war without 
shooting, a war in which we need friends. We will lose 
that war if we look solely to our guns. For this reason, it 
is encouraging to find a military leader who can say as 
Field Marshal Montgomery does: 

“I speak to you as a soldier. But I know some- 
thing of the political scene, too. In the modern 
world the two professions have got to work closely 
together. If you want to maintain the balance of 
power in world affairs, you need power behind the 
politics—economic, financial and military strength, 
properly balanced, each without the others being 
useless.” 


Be 
PENSIONS ARE NOT ENOUGH 


One of the frustrating yet challenging things about the 
real world is the way in which human problems which 
we think we have solved pop up again and again to plague 
us. One such situation today involves the millions of 
senior citizens over the age of 65. With our elaborate 


system of socia] security, company pension plans and 
various kinds of saving-for-retirement, the older Amer- 
ican no longer has to fear becoming a burden to his 
family. 

The economic problem of the older people is thus well 
on its way to solution. Unfortunately, the human side 
of retirement is still plaguing us. Psychologically, too 
few of our older citizens are really prepared for retire- 
ment. They don’t know what to do with themselves. 
Lacking the daily train to catch or the time clock to 
punch, their lives suddenly begin to lack content. 

The statistics show us that by 1965 no fewer than 17.4 
million Americans, 9.4% of our population, will be over 
65. Obviously, no society can be healthy in which millions 
of its citizens are at loose ends, frustrated and unhap,-y. 
An outfit that has been giving a great deal of thought to 
this problem is the National Committee on the Aging, 
headquartered in Manhattan. 

There is a great deal of truth in what a recent publica- 
tion of the committee has to say: “Loss of income is not 
the only hazard to be faced [by the newly-retired] 
Often a man’s job is his chief means of identity in life. 
If he is no longer a welder for “X” company, a foreman 
in a steel plant, a manager of a store or professor of 
history, who or what is he?” 

This, unfortunately, is all too true, but what can we do 
about it? Industry, being well aware of the problem, has 
taken some tentative steps. As a spokesman for Standard 
Oil of New Jersey puts it: “The Standard Oil Co. believes 
its liberal employee pension plans will be defeated if the 
individual alumnus is going to have an unhappy, frus- 
trated old age. There is a definite limit to corporate pa- 
ternalism. Yet we feel that the company should help our 
people to approach retirement aware of the adjustment 
problems they may face.” 

Jersey Standard has done considerable work in the 
field of pre-retirement counseling. So have many other 
companies. The National Committee on the Aging re- 
ports that a good two thirds of all companies now go in 
for at least some degree of pre-retirement counseling. 
It reports that labor unions are coming to realize their 
responsibilities in the field. So, it adds, are local com- 
munities and, of course, the churches. The committee 
suggests that already retired men and women can help. 
“Older people,” it says, “[can demonstrate] the satisfy- 
ing, even productive, use of leisure time.” 

But in the end, a useful, happy retirement is not some- 
thing that a government or a company can hand us on a 
silver platter. They can provide us with a retirement 
program that can make a purposeful old age possible. 
The rest is up to the individual. He must not wait until 
too late to cultivate the hobbies, the interest in public 
causes and the frame of mind that can make leisure time 
meaningful. 

With the longer life span that science has provided, re- 
tirement is something we should be thinking about and 
preparing for well before we reach its threshold. Re- 
member, it takes more than an ample pension check or a 
well-planned investment program to provide successful 
retirement. 
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Now more Nickel underneath new car chrome 
Will make it much easier to keep your trim, your car, showroom bright 


Lustrous chrome does things for a 
car: it accents the smart, sleek styl- 
ing; it enhances the colors. 

And from now on, it’s going to do 
more... thanks to new plating tech- 
niques, and the use of more Nickel. 

But you won’t see this Nickel. 

Yet there it will be—a good thick 
layer of Nickel plating—underneath 
your chrome. Doing three things: (1) 
making a smooth, lustrous metal 
foundation for your brilliant finish; 
(2) protecting it from abrasion 
(nicks and scratches); (3) keeping 
the metals under the Nickel from 
corroding. 
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So treat yourself to a showroom 
tour. See the latest models, and ask 
about the plating on each. Remember, 
it’s much easier for you to keep your 
trim gleaming when there’s plenty of 
Nickel underneath. 

For more about Nickel and what it 
does for you, write for “The Romance 
of Nickel” . . . Dept. 125G, 


The international! Nickel Company, inc 
New York 5, New York ©1958,T.1.N.Co., In 


Makes metals perform better, longer 


Nickel...under chromium ...over steel! 
that’s how a good bumper finish is built 
up. Chrome gives you shining beauty 
Nickel plating makes the beauty last 


Steel is for strength and your safety 
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WHAT THE MERGER OF 
ARMCO STEEL AND 
NATIONAL SUPPLY MEANS TO 

INDUSTRY AT HOME AND ABROAD 


The merger of The National Supply Com- 
pany into Armco Steel Corporation brings 
together two well-established companies 
whose facilities and markets are comple- 
mentary in the fullest sense. Each company 
will add to the strength of the other and 
thereby bring new and better products and 
services to industry at home and abroad. 


The effect of this alliance on the future of 
both companies and, indeed, on industry 
itself, will be of far-reaching importance. 


To begin with, Armco is known as the 
company “‘where new steels are born.” It is 
a leader in the field of steel research. For 
more than half a century, the many new 
kinds of steel and steel products developed 
by Armco have helped steel users in this 
country and overseas to reduce costs, in- 
crease efficiency, broaden markets. 


For its part, National Supply is one of the 
largest producers and distributors of oil field 
products. It serves the oil industry through 
a network of company-owned supply stores 
located in every major oil field in the United 
States, Canada and Venezuela. Its welded 
and seamless steel pipe, oil field machinery 
and equipment are known the world over. 


Now, with the combined resources, re- 
search facilities and technical know-how of 
the two organizations, the opportunity to 
serve the customers of both becomes even 
greater. Many of the advantages to be de- 
rived from this integration will soon be 
apparent. However, the full benefit of the 
merger will not be attained immediately due 
to contract commitments. 


Customer relations will remain unchanged. 
The policies and principles that have so suc- 
cessfully guided both Armco Steel and 
National Supply in the past will not be 
altered by the merger. 


It is the sincere belief of the management 
that the wide scope of opportunity offered 
by the unification of these two already strong 
and successful companies will mean a new 
era of growth and progress. 


n Fay 


President, Armco Steel Corporation 


A. W. McKinney 
President, The National Supply Company 
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THE EMBATTLED ECONOMISTS 


Vot since the Great Depression have the economists had 
reason to feel so uncomfortable. First they failed to pro- 


duce a cure for inflation. 


Now they can’t agree whether 


we're in for a long serious slump, more inflation—or both. 


“Ir I were an anthropologist,” a highly 
successful but largely self-educated 
businessman recently remarked, “I 
would say that modern business, as 
much as any primitive African tribe, 
has its own witch doctors and medi- 
cine men. I’m referring to the econo- 
mists. We businessmen call them in 
to read the future, rationalize the past 
and justify the present to us. And, 
like tribal medicine men, the econo- 
mists don’t have to produce results: 
only ‘explanations’ and a kind of 
business cosmology.” 

This businessman’s skepticism has 
a certain descriptive validity to it. 
Economists have come to play a sort 
of priestly role in business. But this 
businessman himself admits to con- 
sulting the witch doctors. “Everyone 
else does it,” says he, “and, besides, 
it makes me feel better to have a man 
with a string of degrees tell me in 
three syllable words that Im doing 
the right thing.” 

It is natural enough, given the pre- 
vailing attitudes of U.S. society, that 
a practical businessman should be 
slightly self-conscious about his use 
of academic consultants. But the fact 
is that among economists themselves 
there is an astonishing frankness in 
admitting that the profession has 
flickered badly in trying to light fiscal 
way for the practical money men. 
Gottfried Haberler, Harvard’s bril- 
liant expert on the business cycle, 
recently referred somewhat sheep- 
ishly to “the poor record of techni- 
cal economists at foreseeing the future 
...and... their propensity to fight 
the last battle even after the next one 
has started.” 

Two Centuries of Trying. Certain it 
is that after some 200 years of think- 
ing and writing about their subject, 
the economists have not been able to 
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produce a permanent workable cure 
for inflation. They are not even 
agreed that forecasting is their prope 
business, but 
gazing all the 


they go on 
same. Nor can they 
agree on what to do about the re- 
cession. Yet, for all of this, the rep- 
utation of economists continues to 
stand high: there is hardly a major 
U.S. corporation today which 
not have its own economics section, 


crystal- 


does 


and rare is the corporation executive 
who does not have at least one 
academically-trained economist at his 
constant beck-and-call. 

All this is certainly flattering to the 
economists. But the record shows that 
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the economists of today are still strug- 
gling with many of the 
devils that Adam Smith 
Ricardo tried to exorcise in Ejight- 
eenth and Nineteenth Century Brit- 
ain. The whole record makes unhappy 
contrast with all that the physical 
scientists have accomplished in the 
way 
disease 


economikk 


and David 


of harnessing energy, defeating 


and synthesizing new raw 
materials over the same span 

What About 1933? For a sheer col- 
lapse of the economic mechanism, it 
is doubtful if world has 
ever seen anything to compare with 
the depression that hit bottom in 
1933. Yet, after 200 years of studying 
and preaching, the non-Marxist 
economists at first did not even have 
a satisfactory working hypothesis to 
explain the apple sellers 

The 


old before 


the modern 


depression was seven years 
Britain's John Maynard 
Keynes came along with his The Gen- 
eral Theory of Employment 


& Money 
world a 


Interest 
gave the 
reasonable 


and capitalistic 


rationale to ex- 
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FIGHTING THE RECESSION WITH BALLYHOO: 


what 


was wrong with the medicine men? 





VON HAYEK 


plain the ugly prevalence of want 
amidst plenty. Keynes put the blame 
for the slump on many of the very vir- 
tues that economics had traditionally 
sanctified. Saving, he said, far from 
being the root of all economic vir- 
tue, was actually causing stagnation. 
Keynes preached that the best possi- 
ble cure for depressions was the put- 
ting of money into the hands of the 
spendthrift, not the thrifty. 

It was Keynes’ contention that 
workingmen who refused to take pay 
cuts were showing more economic 
common sense than the learned econ- 
omists who urged them to do so. 

After Keynes, the Keynesians. It 
took relatively few years for the 
economists to leap into Keynes’ arms 
with the the enthusiasm with which 
the psychiatric profession embraced 
Freud a generation earlier. They be- 
came more Keynesian than Keynes 
was. The only trouble was that this 
misled many economists into fighting 
the battles of postwar economics with 
tactics devised to beat the depression 
of the 1930s. Being basically in- 
flationary, Keynes’ tactics were hard- 
ly helpful in a postwar world beset 
by rising prices. 

The University of Chicago’s Fried- 
rich A. von Hayek, dean of economic 
conservatives, thinks that an uncriti- 
cal swallowing of Keynesian econom- 
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ics lies at the root of some of today’s 
economic troubles. He thinks, in other 
words, that economists have hindered, 
not helped, the economy. Warns Con- 
servative Economist von Hayek: “A 
society which accepts Keynes is bound 
for a continuous process of inflation.”* 

The Wrong Battle. This tendency on 
the part of economists to fight 1930's 

I g 

battles with tactics of the 1800s and 
those of 1950 with tactics of 1930 is 
hardly comforting for those who look 
to the economist for help in 1958. For 
in 1958, with five million men out of 
work and with industrial production 
down some 13% from its peak, many 
top economists are still making war 
against inflation. 

Not the least of them is Marcus 
Nadler, prominent bank consultant 
and economics professor at New York 
University. Nadler preaches that in- 
flation is still the main enemy. Wrote 
he last month: “[Anti-recession] 
measures taken by the Government 
must be carefully considered. If they 
go beyond what may be needed to 

*This quotation, like many others in this 
report, first appeared in a stimulating Sym- 
posium published early this year by the 
Committee for Economic Development. This 
collection consists of contributions from 
some 48 leading social scientists, including 
most of the great names in world economics 
The subject: “‘What is the most important 
economic problem to be faced by the U.S. in 
the next 20 years?’’ Copies of the report are 


available at $2.50 a copy from the C. E. D 
711 Fifth Ave., New York 22, N. Y 
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give the economy a mild stimulus... 
the forces of inflation will be revived.” 

Nadler may well be right. Certainly 
this point of view has strong support 
both in the Federal Reserve and in 
the Administration. Having lived 
with inflation for 20 years, we have 
reason to fear it. Moreover, there is 
no strong evidence yet at hand to sug- 
gest that deflation and economic stag- 
nation are in store for us in the 1960s. 
But even if inflation continues to be 
the toughest nut to crack, there is no 
assurance the economists will be able 
to tell us how to crack it. 

Is Inflation Really Wrong? The econ- 
omists, in fact, cannot even agree 
whether inflation is really the main 
“enemy. Conservatives such as Hayek, 
of course, consider it the basic prob- 
lem. “Inflation-borne prosperity,” he 
warns, “[cannot] last indefinitely. 
attempts to cure unemployment by 
further doses of inflation will 
merely postpone’ the problem.” 
Hayek’s cure: tight money, high in- 
terest rates, a firm hand against wage 
boosts. 

Hayek’s sound-money view is cur- 
rently much in favor, particularly 
among bankers. But it is by no means 
unanimously accepted even by busi- 
nessmen and their favorite econo- 
mists. Few economists get a more 
willing ear from businessmen these 
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days than Harvard’s articulate Sum- 
ner Slichter. Yet Slichter has made 
it very clear he considers a little in- 
flation a good thing. “I would rather,” 
he writes, “live with wage increases 
outrunning productivity by 2 or 3 
per cent a year than to urge the gov- 
ernment to move in and undertake to 
regulate these settlements.” Slichter 
argues that tight money and a rioder- 
ate recession cannot end the wage- 
price spiral, so we had better learn 
to live with a little inflation. 

Whatizzit? To some extent the 
economists are not even sure they 
know what inflation is. The very dis- 
tinguished John M. Clark, professor 
emeritus of political economy at Co- 
lumbia University, agrees that infla- 
tion is a serious problem. But he feels 
that today’s recession-inflation is a 
new type which the old economists’ 
formulas do not fit. “The inflation we 
are facing,” wrote he early this 
year, “is something more than a simple 
classical case, in which prices are 
pulled up by a flow of spending that 
outstrips the flow of goods and which 
can be controlled by known methods 
of restricting spending power.” 

Clark, as opposed to Hayek, doubts 
whether either the existing para- 
phernalia of Federal Reserve mone- 
tary policy or direct controls can deal 
with this type of inflation. He feels 
a whole new approach must be 
worked out. British Economist Colin 
Clark also thinks the trouble lies out- 
side of the money supply. He blames 
high taxes. “I am convinced,” says he, 
“that excessive taxation ... is the root 
cause of the persistent fall in the 
value of the dollar. . . . Business be- 
comes all too ready to incur increased 
costs when they figure that more than 
half of any increase will fall upon the 
Treasury.” 

It Doesn’t Even Exist. If this were 
not confusion enough, there is yet 
another school of economists who 
question whether we really are suffer- 
ing from inflation at all. In this re- 
spect, a famed Harvard economist, 
Keynesian Alvin Hansen, goes much 
farther than Slichter. “Inflation,” he 
wrote early this year, with a fine dis- 
regard for the views of Hayek and 
Nadler, “. .. is not likely to become a 
serious problem.” 

Taking a slightly different 
New York University Economist 
Jules Backman, feels that the price 
indices are playing tricks on us and 
that there is nothing unusual about 
the behavior of prices during the cur- 
rent recession. They are not really 
rising, he says, and the tendency for 
prices to stay high in a period of 
recession, he thinks, is nothing new. 

Put the Blame on Walter. Being un- 
able to agree just what kind of an 
animal inflation is—or whether, like 
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WHAT THE RECESSION 
LOOKS LIKE 
GROSS NATIONAL PRODUCT, 


the total value of everything we produce 
from haircuts to electric generators, will be 
down only slightly in 1958. Reoson: rising 
prices are balancing out most of the slack 
in production. 
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THESE ARE THE WEAKEST 
PARTS OF THE ECONOMY 
Capital Spending, the all-important 


outlays for bricks, mortars and machinery 
will be hardest hit 
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Exports, important becouse they have 
an effect on the economy out of proportion 
to their actual size, will also be down badly. 


T 


1953 = 100 























1954 1955 1956 1957 
THESE PARTS OF THE 
ECONOMY ARE STRONG 
OR RISING 


Consumer Spending. 

Here the decline in sales of such “durable” 
goods as cars and refrigerators is more than 
being made up by relative stability in out 
lays for foods, services and shelter. In a 
depression, consumer spending is usually 
the last thing hit, since it represents those 
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things which the citizen can least do without. 
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Government Spending. 


Due to growing need for new schools, 
roads, defense and other public services, 
overall government spending is rising. By 
providing extra jobs this has helped mod- 
erate the effect of the recession. But the 
increase in government spending this year 
will be the smallest since 1955. 


1956 1958 


1953 = 100 








1953 1954 1955 1956 1957 


1958 (est.) 


the Abominable Snowman, it exists at 
all—the economists are even more di- 
vided about what to do to check it. 
One large contingent of economists 
tends to agree with the view held 
by many practical businessmen: that 
Walter Reuther and his colleagues 
are at fault. 

Arch-conservative Hayek lends his 
authority to this belief. He is firmly 
convinced that only a sharp recession 
and long lines at the unemployment 
compensation windows can cure the 
situation. This, he reasons, will among 
other things, weaken labor at the bar- 
gaining table, and force costs down, 
thus eventually striking at the root of 
inflation. Haberler sides with him 
in blaming inflation on the push of 
wages. Says he: full employ- 
ment, stable prices and the present 
system of collective bargaining can- 
not all be had at the same time.” 
But J. M. Clark thinks the answer lies 
not in an economic shakeout but in a 
new approach to wage bargaining. 

M.I.T. Economist Paul A. Samuel- 
son agrees that the trouble begins at 
the bargaining table, but he is not so 
certain that the unions are wholly to 
blame. “American business,” says he, 
“may have begun to push back in col- 
lective bargaining much hard 
Perhaps the sustained pattern of high 
employment and mild inflation has 
begun to mean that Inbor was push- 
ing against an open door.” 

Blaming inflation on labor naturally 
makes the “liberal” 
Leon Keyserling, economic ad- 

to President Harry 
Truman, argues that rising wages are 


less 


economists see 
red 
viser former 
a symptom, not a cause, of inflation 
Sumner Slichter, while agreeing that 
inflation starts at the union bargaining 
table, throws up his hands and doubts 
whether anything can be done about 
it. Slichte: the 
is, in fact, inflation 
rather than 
economics says it should 

Tight Money Martin. The battle lines 
form again around Federal Reserve 
Chairman William McChesney Mar- 
tin and his tight money policy as 
In 
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BURNS 
he wants lower taxes 


at least expect straightforward guid- 
ance on this most familiar of economic 
situations? Unfortunately not. On 
this subject the different groups do 
not even talk the same language. 

Conservative Marcus Nadler, for 
example, thinks the Government 
should do as little as possible about 
the recession for fear of charging up 
the economy so much that it soars 
again into inflation. Slichter disagrees, 
thinks the Government shoulda inter- 
vene, but not with tax cuts. Slichter’s 
prescription: an end to tight money 
and a speedup in Government spend- 
ing. The recession, says Slichter, “is 
increasing the likelihood of long-run 
creeping inflation by retarding the 
growth of productive capacity and by 
causing us to reduce inventories.” 

Columbia Professor Arthur F. 
Burns, President Eisenhower’s former 
economic advisor, is in favor of fight- 
ing inflation with a fairly immediate 
tax cut. But he is against stepped-up 
government spending, fears it would 
inflame inflation without curing re- 
cession. Said Burns last month: “Any 
large public works program such as 
many citizens are now urging, would 
do little to check the recession this 
year, while it would sharply increase 
spending next year and still later 
years, when our economy may well be 
experiencing inflationary 
once again.” 

As might be expected, Leon Keyser- 
ling blames the recession on not 
enough Government spending. “About 
one third of the lag in our total eco- 
nomic activity today,” says he, “is due 
to a federal budget which had declined 
sharply relative to population and to 
the size of the economy. An expand- 
ing federal budget would expand jobs, 
consumption and production.” Colin 
Clark, of course, thinks it is the other 
way around: taxes are too high. 

The Murky Future. In the heat of 
politics it is hardly surprising that 
both the liberal and conservative can 
quote economic scripture with great 
authority. But however effective the 


pressures 


20 


economists may be for debating pur- 
poses, they have ben less so in provid- 
ing a consistent line of action against 
inflation and recession. 

Has economics at least been more 
consistent in predicting the long- 
range future of the human race? Here 
the record is intellectually brilliant 
but factually wide of the mark. Adam 
Smith’s vision of a_ self-correcting 
economic system did not work out. 
Neither did Malthus’ gloomy predic- 
tion of a perpetual struggle between 
birthrate and starvation. David Ri- 
cardo, Britain’s great Nineteenth Cen- 
tury stockbroker-economist, worked 
out his comprehensive labor theory of 
value—but it only led the world 
down the blind alley of Marxism. 
Keynes’ doctrine that the Western 
World was close to economic stagna- 
tion has also happily proved a case of 
premature burial of the patient. 

These days most economists, when 
they peer into the decades ahead, are 
great believers in a bright future. 
They feel that science and technology 
have cleared the way for a high liv- 
ing standard for all. So much so that 
such men as John Galbraith and 
Keynes disciple Roy Harrod think 
the big worry for Americans in the 
next 20 years is going to be what to 
do with our leisure time. 

But Robert Malthus, the kindly 
but gloomy churchman-economist of 
early Nineteenth Century Britain, 
saw the economic world in quite a 
different light. He felt that Mankind 
was doomed to a low level of life by 
the inexorable expansion of popula- 
tion. Only war, famine and sexual 
abstinence, thought Malthus, could 
keep the earth from overflowing with 
tattered wretches. A low birth rate 
and a remarkable burst of technology 
have enabled the West to defeat 
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THE INFLATION 
THAT DEFIES THE RULES 


The chart shows why many economists are 
beginning to doubt the application of their 
old theories about inflation (i.e., it is caused 
by too much money chasing too few goods). 
Reason for their doubts: during each of the 
three postwar recessions the declining de- 
mand for goods should have turned prices 
downward. However, consumer prices have 
continued to rise right through the three 
postwar recessions. 
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KEYSERLING 
he wants more spending 


Malthus’ iron law—and by and large 
today’s economists feel that it has been 
repealed forever. 

A Return to Malthus? But so far as 
large areas of the world are con- 
cerned, Malthus still holds sway. In 
India, where railroads have made 
famine less likely and Western medi- 
cine has brought epidemics under 
control, almost the entire increase in 
wealth has gone into feeding more 
people. Now, with the whole world 
caught up in a new population ex- 
plosion, some social scientists think 
that some form of the Malthusian 
Law may well assert itself again. It 
may do so even over the Western 
world unless we watch our numbers. 

This is a possibility that modern 
economics hardly allows for. There 
are few genuine neo-Malthusians 
among present-day economists. But 
there are some who think that as- 
sumptions of an endless increase in 
wealth and growth are over-optimistic. 

One such is 39-year-old Peter Bern- 
stein, economist-investment broker. 
Bernstein feels that the postwar boom 
was largely the product of a remark- 
able series of coincidences, not the 
least of which was the fact that the 
U.S. population was growing faster 
than its work force. 

Now, says Bernstein, we are enter- 
ing a situation where the work force 
will soon be growing faster than the 
population—as the great baby crop of 
the Forties comes of age and begins 
making the job rounds. Nor will the 
economy they enter have the enor- 
mous financial liquidity and pent-up 
demand for goods that stimulated the 
immediate postwar economy. “The 
recovery will probably not bear very 
much resemblance to the postwar 
boom,” says Bernstein . . . “Too many 
of us expect the prosperity of the 
1960s to be just like the delicious 
days of 1946.” 

Is full employment illusory? Nor do 
all the economists share with Sumner 
Slichter and the Fair Dealers the 
comforting belief that major depres- 
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sions are a thing of the nast—pro- 
vided we are willing to submit to a 
little inflation or the necessary gov- 
ernment intervention.’ More than one 
of the conservative economists is con- 
vinced that in seeking “full employ- 
ment” we are making things so easy 
for the wage earner that the unions 
can push far too easily toward in- 
flation. “I fear,” says Professor Hayek, 
“that those who believe that we have 
solved the problem of permanent full 
employment are in for a bad disillu- 
sionment.”’ 

Only Human. Why is it that men of 
the same profession can look at the 
same economy and come up with such 
different answers? In part it is be- 
cause they start with a different per- 
sonal and ethical bias. What may 
look like a “little unemployment” to 
one economist may look like in- 
tolerable human suffering to another. 
And what the Fair Dealer regards as 
“reasonable” regulation of business 
may look suspiciously like regimenta- 
tion to the ruggedly individualistic 
conservative. Economists, in short, 
are only human. 

Then, too, they have as a group a 
deplorable but perfectly human tend- 
ency to draw sweeping generaliza- 
tions from limited experience. In the 
early Nineteenth Century, British 
economists felt the higher wages and 
social reform were bad for productiv- 
ity and bad for the workers. Higher 
wages did encourage drunkenness in 
the early industrial age mill towns, 
and they felt this would always be so. 
Henry Ford with his $5 wage was a 
better economist for his time than 
many a professor. 

The Credit Side. Still, for all their 
failures on the bigger issues, there is 
no doubt that the economists have 
made progress against economic prob- 
lems. Thanks to the flexible mone- 
tary system they have devised we 
no longer have money panics of the 
kind that made William Jennings 
Bryan an eloquent pleader for “free 
silver” (i.e., cheap money) in the 
1890s. The “stabilizers” the econo- 
mists helped build into the system 
have certainly helped moderate reces- 
sions. This one, severe as it is, has 
shown no signs of snowballing into a 
major depression. 

But perhaps most important of all. 
the economists have provided a 
framework with which we can try to 
understand the confusion of the 
economic world. Inaccurate it may 
be and incomplete, but it is at least 
a starting point for long-term plan- 
ning. As such it is useful both for 
billion-dollar corporations and billion- 
dollar governments, neither of which 
can afford too many mistakes. Medi- 
cine men or not, the economists are 
clearly here to stay. 
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WOOLWORTH’S LEFTWICH: 
the founder’s foresight paid off 


VARIETY STORES 


BUNDLES FROM 
BRITAIN 


Is the dime store finished? 

Not in Great Britain, as W ool- 

worth’s Leftwich can testify 
with gratitude. 





Wuen he enters his office in Manhat- 
tan’s famed Woolworth Building every 
morning, President James Thomas 
Leftwich of the F. W. Woolworth Co. 

never ‘fails to thank his stars for a 
remarkable piece of foresight on the 
part of his company’s founder. The 
story goes back to 1909. In that year 
the late Frank W. Woolworth opened 


*F. W. Woolworth Co. Traded NYSE. Cur- 
rent price: 455,. Price range (1958): high, 
4534; low, 363g. Dividend (1957): $2.50. Indi- 
cated 1958 payout: $2.50. Earnings per share 
(1957) $3.44. Total assets: $534.4 million 
Ticker symbol: Z 





FOREIGN AID 


Earnings of F.W. Woolworth, world’s 
largest variety-store chain, have re- 
covered somewhat in the last three 
years after a long drift downward 
under the pressure of competition 
and high labor costs. One reason for 
the improvement: Woolworth’s earn- 
ings have a comfortable cushion in 
the form of growing dividends from 
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his first red-fronted variety store in 
grimy Liverpool. Woolworth, a regu- 
lar visitor to Britain, had thought the 
matter over carefully before moving 
into the British market. “I think,” 
he finally decided, “that a good penny- 
and-six-pence store run by a 
Yankee would create a 
here.” 

Remarkable Understatement. That, i/ 
anything, proved to be an understate- 
ment. Today F. W. Woolworth, Ltd 
operates close to 1,000 stores in the 
British Isles. The parent company 
carries its 52.7%. interest in British 
Woolworth at just over $30 million, 
but its recent market value was more 
than $400 million—or close to $42 per 
parent company share. Last year Brit- 
ish Woolworth had a net profit of $32 
million compared with the 
company’s net of $33 million 
more than twice as many stores. 

But Leftwich has even more specific 
reasons for being grateful about 
Founder Woolworth’s British brain- 
storm..In common with most of the 
larger variety chains, U.S. Woolworth 
has been slipping since World War 
II. Caught up in the boom, the Ameri- 
can people have turned to more ex- 
pensive kinds of merchandise. Yea 
by year, the dime store’s profit 
margins have dropped. Though Wool- 
worth’s sales last year were nearly 
49°, higher than 1946's, net income 
actually declined by some 16%. 

Actually, however, the situation at 
home was worse than the bare figures 
indicated. Woolworth’s private bun- 
dles from Britain were saving the 
day. In 1946, British Woolworth 
dividends accounted for just 50c in 
F. W. Woolworth Co.’s net earnings 
of $4.12 a share. But last year 
accounted for $1.17 out of $3.44. Do- 
mestic profits, in other words, had 
dropped some 37‘, during the great- 
est peace-time prosperity the U.S 
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Consolation in Sterling, At home 
Leftwich is trying hard to turn the 
tide. He is opening self-service stores 
in new shopping areas, pushing a pro- 
gram to turn his thousands of clerk 
cashiers into sales people and is be- 
ginning to advertise on the heaviest 
scale in the company’s history. He 
realizes, however, that there is no 
quick cure for Woolworth’s troubles 
(e.g., competition 
and bargain basements, uneconomic 
stores, a change in U.S. buying habits 
and a painful squeeze on profit mar- 
gins). “We face,” says he, “the broad- 
est and most active competition in 
our history and it will intensify as 
time goes on.” But thanks to Found- 
er Woolworth’s foresight, Leftwich at 
least knew that he could continue to 
count on his annual bundles 
Britain. 
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AIRLINES 


DOWN IN DIXIE 


While Delta Air Lines was 
preaching the gospel of good 
times in the South last month, 
its own cash registers rang a 
more dismal tune. 


“DIXIE REGION BRIGHT SPOT IN RECES- 
sion” blared the streamer. “DALLAS 
CHUCKLES OVER GOLD-PLATED RECESSION” 
yelled another. Under such helpful 
headlines last month, the South’s 
Delta Air Lines* was doing its bit to 
put the U.S. back in a confident mood. 
No man to let the nation’s economy 
down through any omission of his 
own, Delta’s President Collett E. 
Woolman had plunked down hard 
cash to get his confident message 
across through newspaper advertising. 
Explained his ads: “Hearing all this 
talk about recession over the country, 
Delta determined to find out just how 
much the 1958 slump has made itself 
felt down South.” 

Ironically, while Airman Woolman 
was touching down all over Dixie in 
his pursuit of good news, ill tidings 
had cropped up unheralded in a vital 
spot close to home: Delta’s own in- 
come sheet. Burden of its all too 
unhappy message: while Delta’s reve- 
nues had risen 13.7% (to $64.8 mil- 
lion) in the nine months ended last 
March, actual operating profits had 
fallen a near-disastrous 62% (to $1.4 
million). Even February’s 6.6% fare 
increase had been of little help 
in solving Delta’s slump. April’s 
bad news: revenues up 7.9%, operat- 
ing profits off 49.89, making Delta 
one of the airline industry’s hardest 
hit recession casualties. 


*Delta Air Lines. Traded NYSE. Current 


poner: 1814. Price range (1958): high, 207%; 
ow, 1614. Dividend (1957): $1.20. Indicated 
1958 payout: 90c. Earnings per share (1957): 
$2.34. Total assets: $66.5 million. Ticker sym- 
bol: DAL. 


DELTA’S WOOLMAN: 
close to home, bad news 
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CROWN CORK & SEAL BOTTLE-CAP INSPECTION LINE: 


CONTAINERS 


A CORK IN TIME 


Closure maker Crown Cork 

& Seal seems at last to be put- 

ting a stopper on its long 
leaking profits. 





As THE U.S.’ largest maker of crowns, 
caps and other closures, famed Crown 
Cork & Seal Co.* has earned a dis- 
tinguished name for its ability to put 
a top on almost any kind of container. 
But its unique claim to fame has not 
applied in one vital regard: its in- 
ability since the war to put a stopper 
to its own constantly hemorrhaging 
profits. Between 1947 and 1956, Crown 
Cork’s operating profit margins leaked 
away from 12.4% to 3.5%, and earn- 
ings dropped disastrously from $3.1 
million a year to just $381,000. 

By last year, two things had hap- 
pened. For the first time since the 
dismal Thirties, Crown Cork had 
passed its dividend. And right on the 
heels of a $445,000 first-quarter 1957 
loss, a new management headed by 
Philadelphia container-maker John 
F. Connelly hustled in io stem the tide. 

Looking for Trouble. In taking on 
the job, Connelly was plainly looking 
for trouble, and he found plenty: in 
his own words, “mismanagement, neg- 
lect, nepotism, poor morale, inde- 
cision.” One thing Crown Cork obvi- 
ously had to do if it was ever again 
to emerge a winner: trim down to 
fighting weight. Connelly’s therapeu- 
tic formula: eliminate duplication of 
effort among Crown Cork’s three 
autonomous sales divisions by merg- 
ing them; boost operating efficiency 
by centralizing its loose-jointed man- 
agement structure; tighten up manu- 


*Crown Cork & Seal Co., Inc. Traded 
NYSE. Current price: 2115. Price range 
(1958): high, 224%; low, 12. Dividend (1957): 
none. Indicated 1958 payout: none. Earn- 
ings per share (1957): 30c. Total assets: 
$79.7 million. Ticker symbol: CCK. 


has it turned the corner at last? 


facturing by moving and reshuffling 
functions; spend the money—$2.5 mil- 
lion at Baltimore alone—needed to 
put the remaining plants in shape. 

There were other obvious jobs that 
cried to be done: improving deterior- 
ated customer relations, catching up 
with technological change by branch- 
ing out into plastics and aluminum. 
Connelly set to work to do both. 

Hobbles & Handcuffs. Yet if Crown 
Cork was hobbled by such failings, it 
also wore handcuffs in another re- 
spect: its future was tightly bottled 
up by lack of the wherewithal of re 
covery, adequate working capital. As 
long as annual sinking fund payments 
on Crown Cork’s long-term debt im- 
posed a constant drain on cash re- 
serves, Connelly soon realized, his 
hands would be effectively tied in 
spending the money for the capital 
improvements. Crown Cork clearly 
needed to upgrade its declining earn- 
ing power. 

From such handcuffs there is no 
easy escape. For in such circum- 
stances it takes cash to save cash. 
Fortunately, there was some forth- 
coming in the form of a $1.5-million 
tax rebate. Connelly’s way of putting 
it to work: a break with Crown 
Cork’s habit of short-term borrow- 
ings to meet seasonal demands; pre- 
payment of the 1958 sinking fund in- 
stallment without penalty; purchase 
of 20,000 shares of Crown Cork’s own 
preferred in the open market for a 
$40,000 saving in annual dividend re- 
quirements. 

A Turned Corner? At most, how- 
ever, such moves were only partial 
solutions, and by the end of 1957, 
Crown Cork was still scarcely setting 
the world on fire. Connelly, after all, 
is a businessman, not Houdini. Yet 
there were some visible gains. Piti- 
fully small as the year’s earnings 
were—$900,000 on a record $116-mil- 
lion sales—Crown Cork was, how- 
ever narrowly, back in the black. 
Moreover, there was a new tone to the 
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company’s long-flabby fiscal sinews. 
Some $2 million had been added to 
working capital, boosting current as- 
sets from 3.2 to 5.1 times liabilities. 
Operating profit margins, still no 
match for 1947’s lofty 12.4%, never- 
theless were up from 3.5% to 3.8%. 

So far as it went, that was all very 
well. But what clearly matters now 
is what comes afterwards. There are 
some hopeful signs. The recession 
notwithstanding, in 1958's first quar- 
ter Crown Cork showed a slim but 
solid $491,000 profit in place of a 
$445,000 loss a year ago. Sales, up 
11%, were still on the rise. It was 
enough to make Connelly break out 
in optimistic smiles. Chortled he: “We 
have turned the corner.” 

Jettisoned Ballast. Crown Cork’s 
boss had yet another reason for think- 
ing so. Last month, by selling Crown 
Cork’s Baltimore tin plate mill to Na- 
tional Steel, he was able to jettison 
some important excess ballast. This 
move helps get Crown Cork down to 
fighting trim in two important ways. 
For one thing, it can probably buy 
tin plate these days cheaper than it 
can make the material itself. For an- 
other, the proceeds of the sale will 
help beef up its all-important cash po- 
sition—the wherewithal of recovery. 


ELECTRONICS 


LITTON’S 
LINEAMENTS 


From a standing start, Litton 
Industries has emerged as a 
potent — and surprisingly 
profitable — factor in big 
league electronics. 





Cuartes B. THornton, 44, is a man 
who suddenly found himself an entre- 
preneur by accident—and with as- 
tounding consequences. Until five 
years ago, Thornton was a manage- 
ment man on a salary, and contentedly 
so. For as nominal assistant general 
manager of Hughes Aircraft, he was 
its virtual boss, more than any other 
person had been responsible for 
multiplying Hughes’ sales 100-fold 
(to $200 million) in five years. 

Fate changed all that with a single 
word. The word was “No,” and it 
issued from the lips of owner How- 
ard Hughes to a proposition Thornton 
presented. The idea: to capitalize on 
Hughes Aircraft’s military electronics 
know-how by applying it to commer- 
cial and industrial products. (Hughes 
has since changed his mind.) 

The Best Capital. Rebuffed, Thorn- 
ton decided to go it alone, set up his 
own outfit, Electro Dynamics Corp., as 


ForBes, JUNE 15, 1958 


LITTON’S THORNTON: 
not dividends, but a waiting game 


a corporate springboard. Then he be- 
gan beating the bushes for money with 
which to acquire a promising small 
electronics firm called Litton Indus- 
tries.* As it turned out, his own 
management know-how was the best 
kind of capital in the eyes of such a 
shrewd capital procurer as Lehman 
Brothers. Awarded their imprimatur, 
Thornton soon had $1.5 million in new 
capital to work with, and Litton In- 
dustries was on its way. 

As a starter, Litton made only elec- 
tronic components such as micro- 
wave tubes and magnetrons, which it 
supplied to big producers like Hughes. 
But Thornton had far more ambitious 


*Litton Industries. Traded NYSE 
rice: 51. Price range (1958): high, 515,; 
ow, 3673. Dividend (1957): none. Indicated 
1958 payout: none. Earnings per share 
(1957): $1.51. Total assets: $16.8 million 
Ticker symbol: LIT 


Current 


1954 = 100 
MERGER MAGIC 


Despite a fistful of mergers and a 
whopping rise in the number of its 
outstanding shares, Litton Industries 
has regularly managed to increase 
its earnings per share and spectacu- 
larly so. Since the company became 
publicly owned in 1954, earnings 
have risen more than 600%. 
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ideas. Step by step he hoped to build 
full pieces of equipment himself: for 
example electronic computers, then 
whole aircraft and missile guidance 
systems. Step by step is just how 
Litton has gone in the last five years, 
on the way mounting one of the elec- 
tronic industry’s most ambitious ex- 
pansion programs and absorbing no 
less than 17 promising smaller com- 
panies along the way. 

Each such new move may have 
looked random all by itself. But each 
was a piece in Thornton’s long-range 
plan for Litton to emerge as a fully 
integrated producer of electronic 
equipment and systems for both indus- 
try and the military. Finally, early this 
year, Thornton snapped the biggest 
piece yet into place in his corporate 
jigsaw puzzle. The piece: sizable ($40- 
million sales) Monroe Calculating Ma- 
chine whose sales and 
ganization gives Litton a solid sales 
network for its new line of computers 

Profitable Approach. Growth alone, 
as investors well know, is no rare 
thing. Profitable growth is somewhat 
less common. Growth Litton obvi- 
ously has in abundance: from $3 mil- 
lion in 1954, sales this fiscal year (end- 
ing July 31) should reach something 
like $80 million. Profits it also has: 
against $150,000 four years ago, it 
should show an estimated $4 million. 

Profit Litton has in another sense. 
Unlike many a fast-growing com- 
pany, not only has net profit grown 
but so has net per share. In that all- 
important sense, and despite succes- 
sive issues of new stock, Thornton's 
fiscal finesse has proved equal to his 
expansionist ambitions chart). 

Waiting Game. For Litton stock- 
holders, Litton has been a waiting 
game that pays off in fast-growing 
equity, not in dividends. Moreover, 
Thornton is candid in saying that he 
thinks Litton’s first dividend is still a 
long way off. For if it is to make its 
way into a front-ranking spot in the 
electronics industry, Litton is going to 
need every bit of cash it can scrape 
together to fund its growth. The 
choice, explains Thornton, is between 
dividends and the kind of financing 
that would dilute stockholders’ equity 
Says he: “We think these are the cost- 
kind of dividends stockholders 
can be paid.” 


service or- 


(see 


liest 


That this waiting game is paying off 
as advertised was amply last 
month, when Thornton announced 
that in the nine months ended April 
30, Litton’s earnings had shot up 45°, , 
sales 200°;. 
might miss in dividends was more than 
made up in market gains. Early birds 
who had picked up Litton common at 
$6 in 1954, for example, now have an 
equity worth something like eight 
times that at recent market 
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Moreover, what investors 





ENTERTAINMENT 


THE SHARES ON 
THE CUTTING 
ROOM FLOOR 


There’s more than one way 

to skin a cat, says Barney 

Balaban. If you can’t fatten 

profits, reduce your outstand- 
ing shares. 





“Our BUSINESS,” sighed President 
Barney Balaban of $138.3-million as- 
sets Paramount Pictures Corp.* last 
fortnight, “is both volatile and rugged. 
The chips we deal with keep getting 
bigger all the time, and the risks grow 
with the investments.” The nice part 
of volatility, of course, is that it means 
up as well as down. Balaban could 
attest to that, reporting operating 
profits of the Manhattan-based movie- 
maker up from 66c in 1957’s first 
quarter to 75c in the same period of 
1958 just months after announcing last 
year’s earnings had risen from $2.17 
per share in 1956 to $2.47. 

Risk & Revelation. But one of the 
rugged risks that Balaban and his 
Hollywood colleagues run is that the 
moviegoing public will stay away in 
spectacular numbers from the less- 
than-spectacular films that used to 
be the industry’s bread-and-butter. 
“There can be no doubt,” confessed 
Balaban at his last annual meeting, 
“that the general level of our ‘non- 
block-busting’ business has declined.” 
Meanwhile such huge successes as 
Paramount’s Ten Commandments, 
which has already recouped produc- 
tion costs, will be fattening up earn- 
ings for years to come. 


*Paramount Pictures Corp. Traded NYSE. 
Current price: 373g. Price range (1958): high, 
3834; low, 305%. Dividend (1957): $2. Indi- 
cated 1958 payout: $2. Earnings per share 
(1957): $2.47. $138.3 million. 


Total 
Ticker symbol: PXN 


assets: 


One Balaban blue chip, however, 
has turned out to be the kind of rela- 
tively riskless investment cash-rich 
Hollywood is looking for these days. 
In a rare revelation of corporate 
strategy, Balaban let stockholders in 
on the dollars-and-sense of what may 
be one of Hollywood’s most impor- 
tant developments since the advent 
of TV. “At the end of 1949,” he dis- 
closed, “there was an understandable 
concern whether a $2 annual dividend 
rate could be maintained for our new 
production and distribution company, 
divorced from exhibition. Our stock 
was selling for about $18 to $20 per 
share, and the maintenance of a $2 
rate appeared to many of us to be an 
ambitious undertaking.” 

The Cure & The Cost. 
of sense to your management,” he 
continued, “that a sound way to 
guard our dividend rate lay in the re- 
duction of the number of our out- 
standing shares. Shortly after our 
new company came into existence, we 
had about 3.3 million shares out. We 
have [since] reduced this to 1.8 mil- 
lion shares. We have paid $2 for eight 
full years—impossible if we had not 
persisted in our stock reduction pro- 
gram. Stockholder equity increased 
42% per share from the beginning of 
1950 to June 1, 1958.” 

Barney Balaban went one step far- 
ther to reveal just what price Para- 
mount had paid for its purchases in 
the open market. The tab: a bargain 
$36.5 million, of which $24 million was 
borrowed. Deducting his $2 million 
borrowing cost from the $17.8 million 
saving in dividends on the shares 
bought back, Balaban’s move meant 
a net saving of $10.82 per share on 
the shares purchased. Subtracting 
that from the average cost of $24.83 
per share, Balaban’s net cost was 
$14.01 per share for Paramount shares 
currently selling for $38. “There can 
be no question,” concluded he, “that 
one of the best investments our com- 


“It made a lot 


Net per share, latest report 





SHOT 
IN THE ARM 


When a company’s earnings are 
dormant — as Hollywood's have 
long been — they can sometimes 
be given an artificial shot in the 
arm by a simple financial device: 
using corporate funds to buy back 
shares at depressed prices, thus re- 
warding the remaining stockhold- 
ers with a larger share of profits. 
Both Paramount Pictures and 20th 
Century-Fox have used this tactic 
with good results, as shown at right. 
But where there are no profits — as 
in the case of Warner Bros. — the 
only effect is to magnify losses. 








BE i scsings 
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PARAMOUNT’S BALABAN: 
a $36.5-million bargain 


pany could have made was in the pur- 
chase of its own stock.” 

Capitalizing on Capitalization. The 
effect of this strategy on Paramount's 
per share earnings is considerable 
(see chart). For had Balaban not 
bought these shares, which worked 
to reduce total capitalization 42.8%, 
Paramount's first-quarter net per 
share would have been only 43c in- 
stead of the reported 75c. 

Balaban is not alone in using this 
play. Since January, 1953, Warner 
Bros. has bought in 29.5% of its 
shares and last month Twentieth 
Century-Fox repurchased Howard 
Hughes’ 191,000 shares, bringing re- 
tirements since 1952 to 17.7%. But 
some critics wondered why Holly- 
wood brass had lingered so long at 
the job. “The film business,” snorts 
one Wall Streeter, “is a cash generat- 
ing business par excellence. But in- 
stead of using their huge deposits to 
buy up shares as they got the chance, 
Hollywood bigwigs gave themselves 
fancy salaries and stenographers and 
let their cash rot in the bank. It took 
Serge Semenenko to knock some fis- 
cal sense into Warner Bros., for ex- 
ample. Now, the moguls are patting 
themselves on the back.” 

Two-Edged Sword. But as Barney 
Balaban failed to mention, the re- 
purchase device can be a two-edged 
sword. A moviemaker can beef up 
earnings by reducing the outstanding 
shares only if there is a profit to 
share. By buying up shares (see 
chart) Warner Bros. actually helped 
make a poor showing look worse on 
a per share basis when it lost money 
in its latest reported (November) 
quarter. Actually, nobody was any 
worse off for that, but not all stock- 
holders could be counted on to real- 
ize it. 
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there’s more to Cities Service 
than meets the eye! 


The newscaster who brings a summary of the 
day’s events appears alone on this screen, but be- 
hind him—unseen by the TV audience—are thou- 
sands of men and women who made his program 
possible. They include the people who designed 
and built the facilities of TV transmission, cam- 
eramen, technicians, script writers, directors, 
producers, newsmen throughout the world, and 
many others. 

Producing gasolene is like that. To provide the 
motor fuel which flows from pump to car requires 
a host of people who must find and produce the 

Behind the performers on crude oil, refine it, test it in laboratories, trans- 
even the simplest television port it to distributing points, and finally deliver 
show is at least one writer, it to the station tanks to await the customer’s 
producer, director, camera order to “fill ’er up.” 
crew, prop man and engineer 
—to say nothing of the fantas- : ; : P . : 
tic network of electronic equip- leading oil companies, all this required a capital 
ment that transmits their investment of more than $179,000,000 in 1957 
efforts to you. alone. It is money well invested, however, for 
petroleum products are vital to modern living— 
second only in importance to food itself. 


In the case of Cities Service, one of the nation’s 
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MANUFACTURERS: 














ARE RISING PRODUCTION 




































































COSTS TAKING YOU FOR A RIDE? 


TEADILY INCREASING operating costs are MOVE now to a modern plant in 
industry’s Number 1 problem today. That — a war bi 
is why many industries are giving consideration © RSS IOUIN... Top COMBINE 


right now to moving their operations to a modern tion for the increased production 
plant in the modern South. efficiency that you are looking for 


Forward-looking industrialists are not content right now! 
just to sit back and watch their profit margin 
disappear. They know that a modern factory, 
properly planned and equipped, can pay off in 
higher productivity and reduced unit costs, no WE WANT YOUR FREIGHT IN ‘58! 
matter where it is located. And when a stream- 
lined set-up like this is located in the modern 
South it automatically acquires many additional 
advantages that make for increased efficiency. 





To shippers and receivers of freight, the 
railroad that “Serves the South” offers the 
largest, most efficient, most modern plant 
and equipment in its 127-year history. As 
Willing and easily trained workers in the South never before, we are eager to serve and 
provide dependable, productive manpower. geared to GO. Let our low-rate, all-weather 
Abundant water and rich natural resources are volume transportation service help you do 
; a better job for your shipping dollar. This 
close by. A temperate year-round climate helps 
reduce overhead. Economical power and efficient 
transportation add up to further savings. Fast- 
growing consumer markets are right at hand. 


vear, ship via Southern and see! 











For the increased production efficiency you are ALL AMERICA is growing — — but 


looking for now, move now to a modern plant in the fast-growing youngster of the 
the modern South. ‘‘Look Ahead — Look South!”’ “family” is the modern South! 





SOUTHERN RAILWAY SYSTEM 


WASHINGTON, D.C. 


THE SOUTHERN SERVES THE SOUTH 





OIL 


GOLDEN 
ANNIVERSARY 


Fifty years after the discovery 

of Middle East Oil, U.S. oil- 

men could find very little to 
celebrate. 


Last month oilmen raised a silent 
toast to a dead man and crossed their 
fingers over a live one. Hero of the 
occasion was an English adventurer 
named William Knox D’Arcy, who 
exactly fifty years ago made a des- 
perate last effort to recoup a fortune 
lost looking for oil in Iran. D’Arcy’s 
last well was the lucky one, not only 
for himself but for the legions of oil- 
men who still are plumbing the vast 
fields under the sands of the Middle 
East (see chart). 

But it was the live man, Chairman 
Frank Prior of the Standard Oil Com- 
pany (Indiana), who was uppermost 
in the minds of the oilmen. Fifty 
years and one week after D’Arcy’s 
gusher, Prior dropped a stick of dyna- 
mite down the Middle East oil casing. 
He had, Prior confirmed, signed an 
agreement to look for oil in Iran. 

Between the Lines. The prosaic an- 
nouncement said more than it spelled 
out. As the head of one of the two top 
seven oil companies with none of the 
fat profits of overseas production,* 
Prior had broken into the Middle East 
by: breaking the hitherto sacrosanct 
rule among oilmen that an oil com- 
pany splits its profits 50-50 with the 
host nation. 

In a sense, Prior, who had agreed 
to pay Iran a $25-million cash bonus 
for the right to drill in four mil- 
lion acres under the Gulf of Persia, 
was hewing to 50-50: his profits would 
be split equally with the government. 


*The other: Shell Oil, which produces 
only in the U.S. and Canada, is 65% owned 
by globe-girdling Royal Dutch/Shell. 


INDIANA STANDARD’S PRIOR: 
he upset... 
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Increase in Reserves 
1935 = 100 


EAST & WEST 


Considerable increases in proved 
|_ crude reserves in the Western Hem- _| 
isphere since 1935 have been far 
overshadowed by the immense 
|_ new pools of oil discovered in 
the Middle East. 
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But he was drilling in partnership 
with the nationalized Iranian oil com- 
pany, which also will hand over half 
its profits. Since, however, the com- 
pany is government-owned, Iran will 
really be receiving roughly 75% of 
any profits. Smirked Iran’s Premier 
Manouchehr Eghbal: “Unprecedented! 
A masterpiece!” 

Profit & Risk. But was it the kind 
of masterpiece, wondered oilmen un- 
easily, that such oil countries as Saudi 
Arabia, Venezuela and Iraq would 
be content to leave unduplicated? 
Precedent for a break in 50-50 was 
clearly there. And there were others, 
although not involving big U.S. pro- 
ducers. Just last year Enrico Mattei, 
head of Italy’s state-owned ENI oil 
company, had won a concession in 
Iran by offering a lopsided split simi- 
lar to Prior’s. A Japanese group, 
eager to drill in Saudi Arabia, had 
signed a deal which gave 56% of all 
profits from the wellhead right 
through to the final sale at the gas 


WILLIAM KNOX D’ARCY: 
. what he set up 


station, anywhere from Riyadh to 
Tokyo, to the Saudis. 

One thing, at least, is certain: U.S. 
oilmen have a lot to lose in the Middle 
East. In the fifty years since D’Arcy 
drilled his well, that oil-rich region 
alone has proved up reserves totaling 
no less than 169.8 billion barrels of 
crude, or fully three quarters of all 
the oil in the free world. Of this oil, 
an estimated 57.5% is owned by such 
American companies as Socony Mobil, 
California Standard, Jersey Standard, 
Gulf and Getty. Still other companies 
in the Middle East: Shell Transport 
and Trading, Royal Dutch Petroleum 
and British Petroleum, all of which 
have varying degrees of ownership by 
American investors. 

Of Courts & Costs. There is, how- 
ever, one bright spot in this super- 
ficially explosive picture. The present 
50-50 agreements do not run out until 
some time between 1993 and 2024, and 
even the hottest-blooded sheiks in 
Araby have never even tried to break 
them in the past. “They may try to 
stretch their shares,” comments one 
topnotch oil corporation lawyer, “but 
even when we went from catch-as- 
catch-can bargaining to the 50-50, 
they never tried to break the con- 
tracts illegally.” 

Oilmen point out, however, that 
Iran may yet wind up on the short 
end of the profit stick even if Prior 
does find oil. Few production men 
believe that he or anyone else can 
bring up offshore crude for anything 
less than 30c a barrel. (In the US., 
offshore drilling costs run eight or 
nine times the rate on land.) Costs 
could conceivably run as high as $1 
a barrel. At that rate, however, Iran’s 
75% share would not run considerably 
higher than, say, Kuwait’s 50% on its 
oil, which can perhaps be produced 
for as little as 6c a barrel. 

Many oilmen profess to be un- 
worried by these next-door happen- 
ings, even should the Indiana-Iran 
combine hit one of the Middle East’s 
big, 150,000-barrel-a-day fields. “In- 
diana,” notes a competitor, “is allowed 
to import only 26,900 barrels a day 
into the U.S., and it’s almost impossi- 
ble to break into the Eastern Hemi- 
sphere markets. All of them are very 
small, and the cost alone of the many 
terminal facilities needed could break 
you. You make your money by hav- 
ing a small piece of many small pies.” 

Higher Cost of Living? On one other 
point, however, even the most opti- 
mistic oilman admits to some dis- 
comfiture. In the wake of Mattei, 
Prior and the Japanese, the producing 
countries of the world will not be 
very easy to deal with in the future. 
“They may not want 75% of the 
profits,” sighed one oilman. “But new 
concessions are bound to cost more.” 
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GOLD 


ALL THAT 
GLITTERS 


Last month two formidable 
foes argued the case for 
higher gold prices. 


Wiru all the logic at their command, 
a small but lively crew of gold bugs 
have argued for months that a rise in 
the U.S.’ official price for gold is in- 
evitable. And on the strength of that 
belief, reinforced by a whirlwind of 
rumor, Wall Street’s long dormant 
gold shares have posted tidy price ad- 
vances. Since the New Year alone, 
Standard & Poor’s index of gold stock 
prices has steamed up from 12.40 to 
15.79. 

Skeptics could hardly argue about 
the effects. But they noted that, un- 
til last month, no authoritative voice 
was heard advocating a boost in the 

SS.’ official $35-an-ounce base price. 
Off-the-record, key officials in Wash- 
ington confided that there was abso- 
lutely “nothing up” there, where any 
decision would have to be made. Said 
one: “As of now, it’s just a specula- 
tive tempest in an argumentative tea- 
pot in a policy vacuum.” 

Voice in the Wilderness. Last month 
the gold bugs finally heard the kind 
of words from the kind of source that 
sent their hopes soaring sky high. 
Joining their ranks: London’s famed, 
respected Economist, seconding a sug- 
gestion made earlier in its pages by 
topnotch British Economist Roy F. 
Harrod. His astounding—and to the 
gold bugs, supremely satisfying—pro- 
posal: nothing less than a tripling in 
the U.S.’ posted price for gold. 

Expanding on that theme, the staid 
old Economist headlined its advice as 
an “Appeal to America,” argued that 
a three-fold increase Harrod had sug- 
gested was only logical. Reason: 
over the past twenty years, or roughly 
since the U.S. established the present 
price of gold in 1933, the dollar price 
of many commodities has tripled. As 
a result, argued the Economist, many 
of the gold stocks of the world’s na- 
tions have now become inadequate 
to support the vastly inflated values 
of their foreign trade. 

Point Counterpoint. The Economist's 
editors did not have to wait long for 
a rebuttal. In its monthly letter, New 
York’s First National City Bank took 
up cudgels against the British propo- 
sition. Lamenting the erring ways of 
its “usually responsible” British col- 
leagues, First National City argued 
that they were “putting the cart before 
the horse. [Actually] the inflation of 
the past twenty years got its gold base 
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PANNING GOLD IN DAKOTA TERRITORY (1889): 


is there more to be made in gold securities? 


out of the excessive rise in gold price 
[then] and enormous stimulation to 
gold production.” 

Far from needing an increase in the 
price of gold to fund inflated curren- 
cies, argued the bank, any such move 
would only further stoke the fires of 
inflation. Concluded its writer: “In- 
flation today is barely mastered. We 
should have no wish to give it a longer 
life.” 

But the Economist had not merely 
been arguing theory. It also rested 
its case, which it conceded the U.S. 
could “justly argue,” on pragmatic 
grounds. If the price of gold, taking 
the U.S.’ posted level as a floor for 
the world market, remains at present 
levels, it warned, the result may well 
be to plunge other nations into a de- 
pression “at what will look to them 
like America’s behest. It will be a 


‘SPECULATOR JAY GOULD: 
fingers have been burned 


tragedy if the only American reaction 
. is to keep quiet and lock up its 
spoons.” 

First National City thought other- 
wise. Far from accomplishing~ the 
Economist's object, it argued, any in- 
crease in gold prices would penalize 
foreign governments, banks and indi- 
viduals who have invested their trust 
in the dollar, instead hand out wind- 
fall profits to nations and speculators 
who have not, not the least of which 
is the U.S.S.R. “The intricate world- 
wide machinery of industry and 
trade,” it continued, “needs credit and 
trust as lubricants. . . . The sooner the 
[gold] question ceases to disturb 
men’s minds, the better.” 

Burnt Fingers? It was doubtful 
whether either the bank or Britain’s 
Economist would have the last word. 
To any end or not, the gold question is 
bound to get further currency late: 
this year at the British Commonwealth 
conference and the meeting of the In- 
ternational Monetary Fund. More- 
over, meaningless as it is in itself, the 
recent gold drain from the US. is 
bound to stimulate talk by misguided- 
ly anxious Americans. The drain was 
not, noted the bank, an attempt by 
foreign nations to force up the price, 
in the style of Jay Gould's attempt in 
the 1860s to corner the gold market 

Yet if it was not the last word, Na- 
tional City did propound a proposition 
Americans, citizens 
alike, might well ponder. “To raise 
the price of gold dramatically at this 
juncture,” it warned, “would be to 
destroy faith in all the currencies of 
the Western World.” 
at speculative rumor-mongers, the 
bank issued a pointed caution 
ulative fingers have been burnt many 
times by gold rumors that 
false.” 
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OIL 


THE JUDAS GOATS 


For long odds and huge occa- 
sional rewards, no specula- 
tion beats oil leases as the 
riskiest game in the world. 


At 45, Edward H. LaBorde is a tanned 
dapper man with a taste for long odds 
and a talent for riding out a losing 
streak. In his business, he needs both 
qualities in ample measure. For as 
president of Calgary’s 
Homestead Oils,* LaBorde is a vet- 
eran of one of the riskiest games in 
the world, where survival itself is a 
considerable success. His long-odds 
specialty: the speculative land play, 
where the only winning card is the 
oil lease that suddenly sprouts a 
gusher. 

Strange Assets. To date, as LaBorde 
readily admits, neither he nor his 
company has emerged as rich as 
Croesus—far from it. In fact, in fiscal 
1958, ended last month, Canadian 
Homestead showed nothing but red 
ink—$500,000 worth—for its 152,000 
barrels of production and 42 million 
acres under lease. What’s more, by 
any normal standard, Canadian 
Homestead’s principal holdings are 
highly dubious assets. In the main 
they amount to no more than perish- 
able claims on lonely tracts of muskeg 
which one day may--or may not— 
produce the rich strike of oil that can 
make a company. 

For all of that, LaBorde has no 
apologies. Land-rich and cash-poor, 
he is content with his lot. For in the 
game he and his rivals play, income 
and calculable assets are just a means 
of keeping going, not ends in them- 
selves. LaBorde is frankly after big- 
ger game. “After all,” he asks, “how 
did the Kecks and Gettys get started? 
His answer: “On just a quarter sec- 
tion of the right land.” (Oil billion- 
aire J. Paul Getty did indeed make 
his first big profit on an Oklahoma 
land lease.) 

Like any of his venturesome ilk, 
LaBorde’s ability to survive the in- 
evitable failures of his trade turns on 
his making a small capital outlay go 
a long way. Explains he: “Our meth- 
od is to get land while it is still cheap, 
and then cut in a bigger company— 
say a Shell, or a Tidewater—for a 
percentage cut once the tract gets hot. 
Usually they do the drilling. If they 
hit, we’re bellwether sheep. If they 
don’t, we’re Judas goats.” 


*Canadian Homestead Oils. Traded Amer- 
ican Stock Exchange. Current price: 1 15/16. 


Price range (1958): high, 211/16; low, 15%. 
Dividend (1957): none. Indicated 1958 pay- 
out: none. Earnings per share (1957): dl5c. 
Total assets: $4.4 million. Ticker symbol: 
CHO 
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DRILLING IN CANADA: 
not for widows and orphans 


Widows Beware. As a not-untypical 
model of a land-play operator, Cana- 
dian Homestead is an object lesson to 
investors, most of whom, brokers say, 
sooner or later get the speculative bug 
that means a plunger into the long- 
shot Canadian oils. An articulate, 
candid man, LaBorde is a valuable 
guide to the rules of the game, and 
the risks involved. 

Are the Canadian oils’ Judas goats 
apt to lead U.S. investors to the 
slaughterhouse? Not, argues LaBorde, 
if the plunger has his wits about him. 
“Stocks like ours,” he says frankly, 
“are just not for widows and orphans. 
They are for the man who can risk 
some money on the chance of a big 
capital gain. We pass by the slow- 
but-sure profit and try for the really 
big strike.” Long odds? Yes, but with 
proportionately big rewards. 

For such big winnings the investor 
may have to wait a long time—if not 
forever. He can’t expect income from 
his investment, since the land-play 
companies plow every nickel into new 
leases. 

On the other hand, LaBorde argues, 
Canada offers investors some advan- 
tages they do not enjoy in the US. 
Costs of drilling, it is true, are higher, 
because the crews need an extra man 
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CANADIAN OIL’S LABORDE: 
a taste and a talent 


to keep the drilling mud from freezing. 
But Canada’s system of “economic 
allowables” does compensate the op- 
erator whose well was more expensive 
to drill by letting him produce more 
oil than his rival can from a well that 
was cheaper to bring in. In LaBorde’s 
eyes, this is a far fairer method of 
controlling production than that used 
in the U.S., where allowable quotas 
are imposed equally on all operators 
to conserve oil resources. “After all,” 
he says quietly, “there is also such a 
thing as the conservation of capital.” 

What Rewards? Yet even if a Cana- 
dian land play operator like LaBorde 
makes a rich oil strike, will it mean 
big money? Some Wall Streeters re- 
cently have been questioning whether 
it will after all. Their big argument: 
the fact that crude produced in the 
barren plains of Western Canada is 
too costly to compete in populous 
Eastern Canada’s markets with low- 
priced Venezuelan crude. Moreover, 
they add, one handy present outlet, 
the U.S.’ Puget Sound market, may 
dry up if oilmen make big strikes in 
Alaska one of these days. Reason: 
while it costs 40c per barrel to ship 
Canadian oil by way of the Trans- 
Mountain pipeline to this market, it 
could probably be brought down by 
tanker from Alaska for perhaps 15c or 
20c. 

Such thoughts do not dampen La- 
Borde’s enthusiasm. Eventually, he is 
sure, Western Canada’s crude will find 
a market either in the U.S. or in Can- 
ada’s eastern provinces. But Wild- 
catter LaBorde believes the smart 
investor will do well to check four 
basic points before buying into any of 
Canada’s speculative oil land plays. 
His checklist: 

e Company debt. Which, says La- 
Borde, is more important than it may 
at first seem. Many Canadian opera- 
tors, he notes, have made the mistake 
of paying so much for land that their 
developmnet costs have risen to $1.85 
per barrel. Yet they must compete 
with other production from the same 
area where costs amount to only 85c 
or 90c per barrel. 

e@ Land holdings. The emphasis here 
is on proximity to already accom- 
plished strikes, which improves the 
odds and value of the leases, and 
means a better chance of economic 
gathering lines through which to pipe 
out production. 

@ Technical know-how. Skill and 
experience are a big part of a land 
play operator’s effective capital. It’s 
no game for amateurs. 

e@ Sheer luck. A _ timely success 
breeds success, or at least funds the 
ability to keep trying. Says odds-con- 
scious Eddie LaBorde of Canadian 
Homestead’s own situation: “That is 
exactly what we need most.” 
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This high-grade concentrate, an oxide of uranium known as “yellow cake,” is the end-product of Anaconda’s uranium ore-processing plant at Bluewater, New Mexico 


A handful of | RANIUM concentrate 


can make enough electricity to power your home for years 


The material in these drums is “yellow cake.” Uranium oxide con- 
centrate is its technical name. It starts out as crude uranium ore at 
Anaconda’s Bluewater, New Mexico, uranium mill. And it takes more 
than 100 tons of ore to make the yellow cake in just one drum. 


After further processing, the material will be compressed into ceramic 
pellets about the size of a pencil eraser. Placed in the nuclear reactor 
of a power generating plant, each tiny pellet will produce enough 
energy to run a TV set for almost a year. In the Shippingport, Penna., 
plant of the Duquesne Light Company almost a million such pellets, 
weighing 12 tons, are in use—and a couple of dozen pellets will supply 
all the electricity used in an average home for three full, years. 


New uses for uranium are being discovered almost every day. Already 
radioactive by-products alone are saving industry an estimated half- 
billion dollars yearly. 

To meet present and future demands for this wondrous element, 
Anaconda has developed millions of tons of uranium ore reserves in 
New Mexico. Through processes developed at Bluewater, New Mexico, 
Anaconda in a few short years has become the largest producer of 
uranium concentrate in the United States. 


Leadership in the production of uranium concentrate is typical of 
Anaconda’s versatility in contributing to America’s growth and 
progress in many branches of industry 


The 
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The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 
Anaconda Aluminum Company 
Anaconda Sales Company 
International Smelting and 
Refining Company 
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at the frontiers of progress you’ll find an Air Reduction product 











Electronics industry breeds new products and profits, as... 


AIR REDUCTION PROVIDES 
THE RIGHT ENVIRONMENT 


e Germanium and silicon crystals, the heart of powerful transistors, are 
“born and bred” in protective environments of nitrogen or argon 


with minimum purities of 99.995%. 


e These and other gases are also used in the flushing and sealing of vacuum 
tubes, for low-temperature testing, and for many other vital tasks in 


research and experimentation. 


e Air Reduction Company, Inc., produces and supplies these gases from 
an expanding network of plants, thus participates in the growth of 


the electronics industry. 


In space-age electronics the key word is miniaturi- 
zation. To this end, vast amounts’of money and 
energy are being spent to produce components 
small enough to fit the snug enclosures that may, 
for example, find their way into outer space. 

The transistor is perhaps the longest stride in 
this direction, often doing the job of an electronic 
tube that bulks as much as fifty times as large or 
larger. In addition, the use of transistors often sim- 
plifies electronic circuits. At the heart of the tran- 
sistor is a crystal of germanium or silicon. These 
crystals are carefully grown in an oxygen-free en- 
vironment—that is, in a pure atmosphere of argon 
or nitrogen. 

Argon and nitrogen used for creating special en- 
vironments are produced by Air Reduction Com- 
pany, Ine. These, and other Air Reduction gases— 
hydroge n, orygen, neon, krypton and renon—are 
supplied in the quantity and purity required by the 


customer from producing plants in various parts of 
the country. For example, the new Air Reduction 
air separation plant in Acton, Mass., is designed a 
a major producer of liquid oxygen, nitrogen and 
argon for the electronics industry centered in the 
New England area. The electronics industry uses 
these gases, not only for the production of transis- 
tors, but for flushing and sealing of vacuum tubes, 
for filling tubes to prevent oxidation, for environ- 
mental low temperature testing and for a variety 
of other uses. 

The electronics industry is one of the major users 
of industrial gases. And gases represent an impor- 
tant part of the total Air Reduction product line. 
For a more complete picture of Air Reduction’ 
operations, products and divisions, write for the 
free booklet: FACTS ABOUT AIR REDUCTION, 
Address: The Secretary, Air Reduction Company, 
Inc., 150 East 42nd Street, New York 17, N. Y. 





TOTAL SALES TOTAL SALES 


METAL WORKING 
MARKETS 


Air Reduction 
is diversified 


100% 


Chemical 


Foundries, non- Since its incorporation in 1915, Air 
aati Sales through Reduction products and processes 


-— $100 MILLION distributors 


NEW MARKETS 


have found acceptance in an in 
Foods, beverages 


Medical 
Machinery 
Construction 
Structural fab 
Steel milis 


creasing number of markets in ad 
Motor vehicles 


Rails, shipping 
Aircraft, missiles 


Electron. and 
elect. equip 
} Other 
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. AiR REDUCTION 


dition to metal working. And 
within the metal working field, 


these products and processes are 




















put to a wide variety of uses. 
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THE PROFITABLE PARTNERSHIP 
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Strongest Link mn 









between the America's 


International trade and investment have linked the 
Americas together in a mutually profitable partner- 
ship. 


Latin America has become the leading market for 
United States capital goods and buys 22% of all its 
exports. In turn, the U.S. buys 40% of Latin America’s 
exports, including many essential raw materials of 
which U.S. production is deficient. 


Direct U.S. private investments in Latin America 
are at an all-time high of more than $8!2 billion. These 
investments, with the technical skills and adminis- 
trative experience which accompany them, are help- 
ing Latin America to utilize better its inherent 
resources, skills and energies; they are profitable to 
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FOR MORE INFORMATION 


on opportunities for your business in 
the countries served by American & 
Foreign Power Co., write the Com- 
pany’s Area Development Dept. 




















ARGENTINA 
ECUADOR 


their owners: and they are a potent source of mutual 
understanding and good will. 


Already one of the largest investors of private capi- 
tal in Latin America, the American & Foreign Power 
System is investing nearly $100,000,000 annually in 
expansion and improvement of its facilities Almost 
half of this represents expenditures for equipment of 
U.S. manufacture; and the additional supplies of 
electricity provided by these investments are helping 
to promote industrialization, create jobs and broaden 


consumption. 


Business partnerships like this are bringing the 
Americas closer together in a relationship based on 


mutual need, mutual advantage and mutual respect. 


AMERIC 





TWO RECTOR STREET 


NEW YORK 6_N. Y. 





Associated electric companies in the following countries: 


BRAZIL CHILE COLOMBIA COSTA RICA CUBA 
GUATEMALA MEXICO PANAMA VENEZUELA 












BUILDING 


NEW LEASE 


At long last the low-priced 

house, to National Homes’ im- 

mense pleasure, is all the rage 
with buyers. 


As FOUNDER-CHAIRMAN of National 
Homes Corp.,* able prefabricator 
James R. Price has experienced an 
ironic twist of fate. Logically, one of 
the biggest attractions of the prefab- 
ricated houses that National mass- 
produces should be their low price 
compared with the cost of similar cus- 
tom built models. Nevertheless, 
Price’s greatest success has actually 
come in building medium-priced 
houses, perhaps because many cus- 
tomers still associate low prices with 
the poorly built prefabs of the indus- 
try’s infancy. 

This strange development, however, 
has not kept Price from putting a 
solid floor of profit under the Lafay- 
ette, Indiana prefabricator. In fact, 
from 1949 to 1955, sales and profits 
quadrupled, and in 1954 alone Na- 
tional’s common stock soared from 
12% to 40%. But what logic could 
not do, tight money effected. cutting 
sales of even medium-priced homes 
and whittling down National’s profits 
by more than 20% last year (to $1.9 
million). 


Turnabout. But by last month an- 


other twist of fate seemed to be play-- 


ing all Jim Price’s way. Though 
housing starts across the nation were 
not up to expectations, recession- 
minded buyers were not bypassing 
the low-priced house, and in particu- 
lar National’s three-bedroom, ultra- 
low-priced Colonial Fairlane ($7,600, 
plus land, F.O.B. Lafayette, Indiana) 
was packing ’em in. So fast were they 
being snapped up, reported Price, 
that this summer National would not 
even be able to close its doors for 
the one-week inventory check it nor- 
mally takes. 

National, Price went on to add, was 
actually hard at work on a record 
backlog, and demand was holding up 
equally strong in all its markets 
around the nation. “Our production 
in the second quarter of this year,” 
said Price ebulliently, “will be at least 
35% higher than in the same period 
last year. Output in April and May 
was the best we have ever had for 
these months, and we expect June to 
be the best single month in our 18- 
year history.” 

*National Homes Corp. Traded over-the- 
counter. Current price (Class A): 2519. Price 
range (1958): high, 2512; low, 1614. Dividend 
(1957): 20% in stock. Indicated 1958 payout 


3% in stock. Earnings per share (1957): $1.14. 
Total assets: $47.9 million. 
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HOMES’ PRICE: 
the price was right 


Proof & Price. If there was one point 
about the upturn apt to particularly 
satisfy Jim Price, it was that more 
than half of these production orders 
were for the low-priced Fairlane. 
“We have proved,” chortled he, “that 
there is still a mass market for homes, 
if prices are kept within the means 
of families who want and need them.” 

Is the present-day house buyer's 
preoccupation with price merely an 
accident #f recession? Price himself 
does not think so. “If there is any 
saturation of the market,” said he 
firmly, “it is in the higher-priced 
ranges, to which many builders have 
had to retreat because of their in- 
ability to control costs.” 


Ist. Qtr. Earnings 
as % of Full Year's Net 


SLOW STARTER 


First quarter losses are always bad 
news, but less so for Houdaille Indus- 
tries nowadays than they would once 
have been. Late winter auto parts 
sales used to provide a large slice of 
Houdaille’s annual profit. But today 
the bulk of its earnings come from 
construction materials, basically a 
warm-weather business. 
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"Deficits in last two quarters 


CORPORATE CHANGELINGS 


INTO NEW 
HARNESS 


Diversification has not given 

Houdaille Industries immu- 

nity from setbacks, but it has 
given it a new outlook. 





Ir was early 1955, and things looked 
black indeed to the tired veteran offi- 
cers of Detroit’s Houdaille-Hershey 
Corp. Some were in their seventies, 
and many had been with the old, re- 
spected auto parts maker all their 
working lives. For all their efforts, 
business was terrible. From $91 
million in 1953, sales had slipped to 
$63.1 million as Detroit’s auto produc- 
tion went into a tailspin. The drop in 
earnings was awful to contemplate: 
in place of the $3.27 per share Hou- 
daille had earned in 1953, the report 
for 1954 showed net down to 97c. 
Clearly, the business of producing 
such automotive hardware as bump- 
ers, locks and shock absorbers, items 
which accounted for 85% of Hou- 
daille’s sales, was a risky game and 
one suited to younger, harder-fibred 
men. 

What Price Volume? What Houdaille 
needed was a man with a plan, and it 
soon found one in a former Houdaille 
executive named Ralph F. Peo, who 
nine years before had left to build up 
a lively business of his own, Buffalo's 
Frontier Industries. Result: a stock 
swap deal by which Frontier was 
merged into Houdaille and Peo him- 
self emerged as president and largest 
single stockholder of the ailing auto 
parts company. 

Challenged to find a remedy for 
Houdaille’s ills, Peo was ready with a 
radical diagnosis and a violent cure 
His diagnosis: as Detroit's automakers 
increasingly integrated their opera- 
tions, competition in the auto parts 
business was becoming and 
more fierce. His solution: find some- 
thing safer and more profitable to do, 
even if it meant sacrificing volume 
“T believe,” he kept pounding home 
to his executives, “that shee 
of sales is less important than the re- 
sulting profits.” 

Changes 


more 


volume 


came fast. Houdaille- 
Hershey became Houdaille 
tries.* Its headquarters moved from 
Detroit to Buffalo. New operating 
men moved in as old ones moved out 
into retirement. Product 
combed over to cull out items that did 


Indus- 


lines were 


*Houdaille 
Current price 
19; low, 157% 


Industries Inc. Traded NYSE 
167%. Price range (1958 high 
Dividend (1957): $1 plus 5% 
stock. Indicated 1958 payout: $1 plus stock 
Earnings per share _ (1957) $2.60. Total 
assets: $55.3 million. Ticker symbol: HH 
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not meet the acid test of profit, plants 
closed down, procedures were tight- 
ened, surplus assets sold. 

Then, with the proceeds, Peo began 
a series of acquisitions to change Hou- 
daille’s entire character. His stated 
aim: “to develop our non-manufac- 
turing profit and investment to a 
point where, under normal conditions, 
they would at least equal our manu- 
facturing business.” Taking a leaf 
out of the book he had written at 
Frontier Industries, he soon was pick- 
ing up one sand & gravel and concrete 
company after another. His rule: buy 
for cash. 

Drastic Changes. Peo’s costly pre- 
scription quickly brought drastic 
changes and drastic results. In the 
two years since, Houdaille’s roster of 
customers has grown from 20 to 20,000, 
its catalog of automotive products 
dropped from 20 to eight. Where non- 
automotive products once accounted 
for 15% of sales, they now contribute 
more than 50%, and an even larger 
share of profits. 

By last December, when Peo closed 
his books on 1957, these gains were 
easily translated into the language of 
business: money. While in Peo’s two 
transforming years sales had dropped 
7°, (to $78.7 million), earnings per 
share had risen steadily some 43.6% 
(to $2.60). And by another key test 
of profitability, Peo’s efforts had 
clearly been rewarded. From 9.8c on 
the sales dollar, Houdaille’s operating 
profit margin had risen to 15.4c, return 
on net worth from 8.4c to llc. What 
was more, it was accomplished in an 
era when auto & truck output was 
dropping from 9.2 million to 7.2 mil- 
lion units. 

Things won’t be the same this year, 
as Peo is prompt to admit. Says he: 
“All our manufacturing divisions are 
feeling the recession.” One result: a 
steep 35.4% fall-off in sales, a $400,000 
loss even after a $200,000 non-recur- 
ring gain. Yet for all this, Peo was 
surprisingly chipper. Thanks to the 
drastic change in Houdaille’s corpo- 
rate complexion, MHoudaille’s first 
quarter is a less important contributor 
to the year’s earnings than it was in 
the old Detroit days. 

When Summer Comes. With the 
warmer weather, Peo observes, Hou- 
daille’s new non-manufacturing oper- 
ations have come into their own. Says 
he: “Our road and construction mate- 
rials business is now moving into its 
most profitable season. . . . There are 
already signs of improvement.” Thus, 
despite the fact that Houdaille had 
been unable to stave off a loss of 23c 
per share during the difficult first 
quarter, Ralph Peo fully expects to 
make up for lost time in the final 
three periods, go on to provide full 
coverage for his $1 annual dividend. 
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HOUDAILLE’S PEO: 
he bought for cash 


INSURANCE 


THE POLICY GAME 


In his kind of business, even 

a wheeler-dealer like Clint 

Murchison needs all the in- 
surance he can get. 


“Hear about the Texas oil million- 
aire,” goes the current gag, “who 
bought his son a chemistry set? Du 
Pont!” In the same manner last month 
Clint Murchison, one of Texas’ best- 
heeled wheeling & dealing oil million- 
aires, bought himself some insurance 
—Nashville’s $253.8-million (assets) 
Life & Casualty Insurance Co. 

In one of the largest deals involv- 
ing insurance shares ever made, 
Murchison will soon buy 700,000 of 


CLINT MURCHISON: 
he bought insurance 


Life & Casualty’s 5 million outstand- 
ing shares from Chairman Paul 
Mountcastle, another 300,000 from 
President Guilford Dudley Jr. and 
still another 200,000 shares from Di- 
rector Patrick M. Estes Jr. For his 
total of 1.2 million shares, Murchison 
will pay (partly in cash over a period 
of years) a Texas-sized $40 million, or 
$33.33 a share, some $10 a share more 
than L & C’s current over-the-counter 
bid price. Even for Murchison that 
will only be the beginning; he also 
plans to buy additional shares (at an 
as yet undisclosed price) from L & C’s 
8,600 shareholders. 

New Policy. Though Life & Casualty 
marks the biggest of Murchison’s in- 
surance ventures, it is by no means 
his first. He got into the policy game 
as far back as 1936 by buying Indi- 
ana’s Reserve Loan Life, an almost 
bankrupt little insurer, which Murch- 
ison picked up and set down again in 
Dallas. He beefed it up with new 
capital, finally sold it in 1949 for $5 
million. Murchison not only wet his 
feet in Reserve Loan, but it whetted 
his interest in insurance firms as fit- 
ting receptacles for Murchison’s con- 
siderable cash. 

On December 7, 1941, while the 
Japanese were bombing Pearl Harbor, 
Murchison was busily buying up his 
second insurance company, Rich- 
mond’s Atlantic Life, for which he 
paid $2.1 million. At first Murchison 
was looked upon in insurance circles 
as just as much a wildcatter as he was 
in oil. The expectation was that Big 
Clint would milk Atlantic of its assets, 
then pull out. 

But Murchison did just the opposite, 
not only elected to stay for the long 
haul, but gave full rein to Atlantic’s 
management. In the first ten years of 
his control, Atlantic’s assets rose from 
$34 million to $71 million, its insurance 
in foree from $137 million to around 
$300 million, its capital and surplus 
from $769,000 to $5.2 million. 

The Well. Six years ago Murchison 
also purchased Jackson, Miss.’ Lamar 
Life Insurance Co., has since set up 
Life Companies, Inc., a Richmond 
holding company, to look after his 
insurance interests. But while Murch- 
ison has long proven that he is no 
insurance wildcatter, Life Companies 
is not above doing a little wheeling 
& dealing on its own, recently sold off 
its interest in two other insurance 
firms, Watertown, S.D.’s_ Midland 
National Life and Frankfort, Ind.’s 
People’s Life. 

What does a bigtime, chance-taking 
operator like Clint Murchison see in 
such staid, conservative investments? 
The answer is money. A well-run in- 
surance outfit, with a growing rate of 
policies in force, is a virtual well- 
spring of cash. Life & Casualty, Mur- 
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chison’s newest gusher, has about $1.6 
billion of insurance on its books, 
from which it collected $44.7 million 
in premiums last year ($49 million 
of it on accident and health policies). 
At the same time, it paid out $4.8 mil- 
lion in death benefits and $1.6 million 
in accident benefits. 

Moreover, the potential profits from 
underwriting life insurance are, ac- 
cording to one Wall Streeter, “enor- 
mous.” Insurance company master 
mathematicians figure premium rates 
in such a way that the periodic pay- 
ments made by the insured, with in- 
terest compounded, will handily more 
than meet the company’s utmost lia- 
bility when it comes due. Thus, for 
many a heads-up life insurance com- 
pany, profits are no problem. Five of 
the best-run companies in the field 
produced an average “allocated net 
gain” on their ordinary life premiums 
last year of 12%. Murchison’s Life & 
Casualty turned up a 9% gain on 
ordinary life premiums, 12.3% on in- 
dustrial life premiums. 

Of no small interest to Investor 
Murchison, therefore, is how Life & 
Casualty has put its profits to work. 
In the past six years alone, L & C’s 
stockholders’ equity per share has 
risen from $5 to $8.94. While maintain- 
ing an aggregate reserve for life poli- 
cies and contracts of $194.7 million 
(plus another $1.3 million for accident 
and health benefits), Life & Casualty 
has also built up a rich investment 
portfolio, including $66.5 million in 
bonds, $8.7 million in stocks, $140.9 
million in mortgages and $17 million 
in real estate, not to mention $10.2 
million in policy loans and $2.6 mil- 
lion in cash. Thus, in buying 24% of 
Life & Casualty’s stock, Murchison is 
not only getting control of a profitable 
enterprise, but at a bargain price. 
Though he is paying a premium $33.33 
for each of his shares, Life & Casu- 
alty’s portfolio alone is worth about 
$49 a share. 


ILLINOIS CENTRAL’S “GREEN DIAMOND”: 
as a matter of policy, a 50% dividend payout 


RAILROADS 


FALLEN FAVORITE 





By the time the Illinois Cen- 
tral, once an institutional in- 
vestors’ favorite, cut its divi- 
dend again last month, its 


old prestige had 


vanished. 


“INSTITUTIONAL investors,” a Canyon 
catch-phrase goes, “have never loved 
the rails.” But Wall Street itself rec- 
ognized a few exceptions that only 
proved the rule: such atypical railroad 
equities as the Santa Fe’s, the South- 
ern’s, Union Pacific’s—and the Illinois 
Central’s.* As late as mid-1956, 
38 investment companies held some 
17.5% of the Illinois Central's com- 
mon, an investment worth $35 million. 

Out of Favor. What has happened 
since is something of an object lesson 
to investors of what can happen when 


*Illinois Central R.R. Traded NYSE. Current 
price: 3234. Price range (1958): high, 3414; 
low, 281%. Dividend (1957): $3.75. Indicated 
1958 payout: $2.25. Earnings per share (1957) 
$5.06. otal assets: $703.7 million. Ticker 
symbol: IL 


RAILROADMAN JOHNSTON AT SENATE RAIL HEARING: 
a slump in coal shattered Wall Street’s confidence 
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such a stock falls sharply from favor 

As late as last summer, the Illinois 
Central was widely regarded as an 
exceptional railroad, subject to supe- 
rior growth trends and not liable to 
the waywardness of the 
profits. At midpoint 1957, twenty- 
nine investment companies had IC 
common worth $24.5 million in thei 
portfolios. A few skeptics, among the 
earliest of which was Tri-Continental 
Corp., had departed the ranks. But 
by far the larger part still felt that IC 
was a good holding. Thus when last 
fall the Illinois Central faced economic 
realities and lowered its $1 quarterly 
dividend to 75c, at least one big sec- 
ondary offering helped send its mar- 
ket price skittering down. From that 
point on, there was steady pressure on 
Illinois Central’s common, as one by 
one reluctant sellers at last abandoned 
ship. One of the last: Boston’s Parker 
Corporation, which last March 
123,000 shares. 

Wall Street’s thoughts 
stemmed what proving in 
the current recession to be a grave 
miscalculation. Until 1955, Illinois 
Central’s revenue growth had 
paced the industry’s, but a major 
factor in its growth had been its coal 
traffic. Retrogression there proved to 
be the ruin of Wall Street’s confidence 

Second Round. Thus last month 
when a major round of bad 
news came from the Illinois Central 
there institutional holders 
still around to care. The news: a fur- 
ther cut in Illinois Central's dividend 
to 50c quarterly. Explained President 
Wayne Johnston: “It 
management that 
should not exceed 50% 


industry’s 


sold 


second 


from was 


out- 


second 


were few 
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Johnston did not expect the Illinois 
Central to earn in 1958 much 
than $4.50 a share (vs. an alltime high 
of $10.42 in 1950), the reduced $2.25 
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TERMINAL COMPANIES 


ON THE 
WATERFRONT 





Under the green thumb of 
Pennsylvania Dutchman Ja- 
cob Hain, a strange portfolio 
has sprouted up in Brooklyn. 


“FRANKLY, I like something for noth- 
ing,” drawled tall, bald, slow-speak- 
ing Pennsylvania Dutchman Jacob 
Hain (rhymes with brain) early this 
month. If that sounded less like Berks 
County than the Canyon, it was hard- 
ly surprising considering who said it. 
For 56-year-old Jacob Hain has long 
been a byword among sophisticated 
investors in proof of the proposition 
that you don’t have to be a Wall 
Streeter to be a master at bird-dog- 
ging special situations. From his mod- 
est office in the rolling green hills of 
Reading, Pied Piper Hain has led a 
loyal group of Pennsylvanians into 
an investment successful enough to 
arouse the envy of any big-time 
broker. 

Reading to Red Hook. Early this 
month, Wall Street gentry at large 
finally caught on to the latest coup 
Hain has pulled off, this time in, of all 
places, Brooklyn, just across the East 
River. “How,” buzzed one puzzled 
broker, “does a Pennsylvania Dutch- 
man get mixed up in the Brooklyn 
waterfront?” It was really quite log- 
ical. A former Reading customers’ 
man, Hain sold out his clients for a 
fat 300°. profit in Atlantic, Gulf & 
West Indies Steamship when the shad- 
ow of World War II loomed over the 


shipping business. But Hain shrewdly 
guessed that no matter how many or 
whose ships were sunk, the wharves 
that fed them would prosper. So he 
steered his clients into 40-year-old 
New York Dock Co.* in 1941. 

As the world’s largest independent 
pier system, with wharves and eleven 
miles of interconnecting railroad 
track stretching from Brooklyn Bridge 
to Red Hook, New York Dock was 
just recovering from the Depression. 
Sure enough, its bursting warehouses 
and puffing engines were wartime 
goldmines, but afterwards Hain could 
read the handwriting on his ware- 
house walls only too clearly. “The 
very nature of wharfing has changed,” 
explains onetime Pepsi-Cola Treas- 
urer Joseph Murphy, whom Hain 
brought in to head up New York 
Dock. “We don’t store the millions of 
pounds of cotton and sugar we used 
to—and only a public authority can 
afford to modernize to make up for 
the loss. There’s just no future in 
private piers in New York.” 

Elephant Parade. So starting in 1950, 
Hain began a process just as unlikely 
as his own presence under Brooklyn 
Bridge. He began to parade New 
York Dock’s white elephants into the 
bull market. For an old customers’ 
man—and independent financial con- 
sultant since 1944—even that neat 
trick was not too difficult. Converting 
his unproductive assets to bolster 
earnings, Hain sold off 75°. of his 
waterfront property to the Port of 
New York at one fell swoop in 1956. 
With the $14-million receipts, he re- 


*"New York Dock Co. Traded over-the- 


counter. Current price: 75'2. Price range 
(1958): high, 76; low, 70. Dividend (1957) 
$4. Indicated 1958 payout: $4. Earnings per 
share (1957): $4.14. Total assets: $14 million 


TERMINAL FACILITIES, NEW YORK HARBOR: 


into the bull market, white elephants 


NEW YORK DOCK’S HAIN: 
he has patience aplenty 


tired $6.7 million in notes and $5.9 
million of preferred, thereby offset- 
ting his loss of interest and dividend- 
paying revenues. 

Something for Nothing. As he sold off 
parcel after parcel, Hain began to put 
the proceeds into a portfolio of stocks. 
Explained he early this month: “I al- 
ways buy stock of sound companies 
selling below book value. That’s what 
I call something for nothing. But I’m 
not out to break up companies and 
liquidate. I wait for earning power 
to come back and close the gap be- 
tween market price and net asset 
value.” Yet, he concedes, “That takes 
patience. We bought New York Dock 
for as low as $5—but it earned $8.90 
in 1956 and $4.14 last year.” 

New York Dock’s current portfolio 
—some 60% of its total assets—bears 
the stamp of Hain’s predilection. Vari- 
ous situations such as Best, Associated 
Dry Goods, Spalding and Internation- 
al Silver add up to $3.7-million worth 
of his $8-million paper inventory. 
Among Dock’s holdings is Bush 
Terminal Co.—another $23-million 
Brooklyn waterfront company, con- 
trolled by Hain, which has a 36% 
interest in General Cigar. But 
Dock’s three biggest investments are 
103,600 shares of American Bank Note 
(16% of the outstanding total) worth 
about $3.4 million, 41,100 shares of 
Dunhill International (14%) worth 
about $450,000, and 199,000 shares of 
Coty (12.5%) worth about $450,000. 
Altogether, Hain controls one-third 
of Coty and Dunhill and one-fourth 
of Bank Note with his $40 million 
pool of venture capital. 

The Big Move. Low-pressured Ja- 
cob Hain has no grandiose dreams of 
winding up with an improbable em- 
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pire of pipes and perfumes, rolling 
stock and stock certificates. “Hard- 
headed, conservative Pennsylvania 
Dutchmen don’t go in for that kind 
of thing,” says he. “Our investments 
in Bank Note and Coty are strictly 
long-term.” But Hain does have dif- 
ferent plans for Dunhill, which whole- 
sales and retails luxury smoking and 
cosmetic lines. Late last month, New 
York Dock announced a_ merger 
which was clearly the big move un- 
hurried Jacob Hain had been waiting 
for since 1941. 

Dock shareholders would receive 
eight Dunhill shares (which earned 
52c apiece last year) for each Dock 
share (which netted $4.14) and 
10 Dunhill for each Dock preferred. 
This meant present Dock shareholders 
will wind up with some 830,000 of 
Dunhill’s 1.1 million shares after the 
merger. Since Hain’s faithful flock 
paid $10 on average for their Dock 
common, they stand to make a tidy 
profit. Equivalent Dunhill shares have 
a current market value of $88, not 
counting the $8.75 in dividends 
awarded over the years. His preferred 
shareholders, who bought in for about 
$15 will emerge with securities worth 
$110, not counting $57.25 in dividends 
they have collected since 1941. 

Bubbles & Blessings. “With New 
York Dock’s cash,” slowly bubbles 
Jacob Hain, “Dunhill will really be 
able to expand its excellent lines.” 
Might some of that cash come from 
selling off Dock’s tiny railroad, which 
still chugs up $1.5 million in revenues 
and tidy profits each year? “It’s logi- 
cal to assume,” admits Hain, “that 
eventually we'll get a good offer for 
all our properties, and get out of 
Brooklyn altogether. But believe me, 
it’s a blessing to be as far from Wall 
Street as possible.” 


EVERSHARP’S FRAWLEY: 
he needed every penny 
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METAL FABRICATORS 


DOUBLE IDENTITY 


As an operating manufactur- 

er, Eversharp, Inc. has little 

enough allure. But as a cash- 
portfolio it has plenty. 





FoR SOME time now, it has been an 
open question in Wall Street just what 
kind of business New York’s Ever- 
sharp, Inc.* is in. As a manufacturer, 
Eversharp’s trade has been Schick 
“injector” razors and blades, Ever- 
sharp pens and pencils, and Climax 
engines and pumps. But it has also 
emerged as something of an invest- 
ment company, with an $8-million in- 
vestment portfolio, the depository 
for Eversharp’s surplus cash. 

Money Manager. Creator of this 
double identity of Eversharp, Wall 
Street guesses, is not any of the five 
presidents who have moved in and 
out of Eversharp’s chief executive 
post in the last eight years, latest of 
whom is Patrick J. Frawley, but a 
lesser known company luminary, 
young Executive Committee Chair- 
man R. Howard Webster, 47, other- 
wise best known as a Canadian 
promoter, who made a tidy fortune in 
such operations as Toronto’s Globe & 
Mail, Montreal’s Annis Furs and Kan- 
sas City’s Central Coal & Coke. 

Eversharp acquired Webster along 
with Magazine Repeating Razor (later 
renamed Schick), which it absorbed 
in an exchange of stock back in 1946. 
One unexpected consequence: emer- 
gence of Webster as the dominant 
controlling stockholder. Aloof from 
operations, Webster has been ap- 
parently content to boss Eversharp’s 
cash, use it with varying degrees of 
success to create an investment port- 
folio. Results have been spotty. In 
1955, for instance, investment income 
contributed as much as 30° of Ever- 
sharp’s pretax profits; last year it 
provided as little as 14°. 

Pillar to Post. Meanwhile, Ever- 
sharp’s manufacturing business has 
bumped along from pillar to post. 
Six years ago, in a burst of enthusi- 
asm, Eversharp acquired an engine 
and pump division, later snapped up 
a ballpoint pen company to supple- 
ment its traditional pen and pencil 
business. Both were plain missteps. 
By late last year, only the razor and 
blade divisions were reportedly show- 
ing a profit, and Eversharp was ap- 
parently only too glad to sell both 
engine and pen divisions for $3.5 mil- 


*Eversharp, Inc 
price: 173% 
ow, 13% 
1958 payout 
$1.21. Total 
symbol: EVR 


Traded NYSE 
Price range (1958): high, 197, 
Dividend (1957): $1.20. Indicated 
$1.20. Earnings per share (1957) 
$17.38 million Ticker 


Current 


assets 


lion cash. Net result: from their post- 
war peak, Eversharp’s sales have 
fallen 22%, its profits 47%. 

But with the equivalent of $11.5 
million in cash in its coffers, much of 
it not needed for working capital, 
Eversharp obviously has considerable 
allure for any moneyman. One such 
fascinated viewer besides Webster 
was Manhattan’s Hirsch & Co., brok- 
ers. “Our clients,” recalls Hirsch part- 
ner Seymour Katzenstein, “had been 
calling Eversharp to our attention for 
some time, and last February we 
started to acquire some stock.” 

One thing about Eversharp, how- 
ever, that had no allure for Hirsch 
was its investment policy. Over the 
past two years, it noted with no pleas- 
ure, Eversharp has been financing 
development of two shopping cen- 
ters in partnership with Chairman 
Webster’s Imperial Trust Co. Of this 
$2.6 million Eversharp investment (in 
notes for the most part), some $1.6 
million has already been in default 
for over a year, both as to principle 
and interest. But far from calling its 
notes in dismay, Eversharp has an- 
nounced plans to increase its invest- 
ment in these projects. Said Hirsch 
flatly: ‘“‘We want the investment phase 
of Eversharp stopped.” Adds Ever- 
sharp’s founder and former chief 
executive Martin L. Straus II even 
less tactfully: “Self-serving 
takings such as these are cer- 
tainly subject to question—the type 
of questions which can only harm the 
company.” 

Marshaled Forces. What 
from this discontent was a strange 
kind of proxy fight, kicked off last 
month by Hirsch & Co. The object is 
not control or new management, but 
changed policies. “Eversharp,” insists 
Hirsch, “is not and should not be an 


under- 


emerged 


MONEYMAN WEBSTER: 


were his undertakings self-serving? 
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investment company. The company 
does not need securities which cost 
$8 million besides $3.3 million in cash 
and other current assets to run a 
business that last year had $16.8 mil- 
lion of sales in three divisions, two of 
which have since been sold. Nor does 
it need these assets for reasonable 
expansion.” Hirsch’s alternative: use 
of the “excess” cash, estimated at 
something like $7.1 million, to buy up 
the company’s own stock. 

Hirsch’s concern is heightened by 
another fact: grants of stock options 
to employees which, if exercised, 
would dilute its common equity by 
145,600 shares, or 15.5%. That would 
be enough to have reduced Ever- 
sharp’s 1957 earnings from $1.21 to 
$1.05 a share, or some 15c less than 
its $1.20 annual dividend. On the 
other hand, Hirsch argues, a shrink- 
ing of equity would serve to bolster 
Eversharp’s profits, offset the dilution 
before it began. Thus if Eversharp 
had liquidated its investments and 
used the proceeds to retire 350,000 of 
its own shares last year, earnings 
could have been boosted from $1.21 a 
share (of which 27c was investment 
income) to $1.52 a share (all from 
manufacturing operations alone). 

Counter Claims. Eversharp’s man- 
agement, however, terms the Hirsch 
proposals as “negative and defeatist.” 
Any substantial partial liquidation of 
capitalization, it insists, “would serve 
no constructive purpose, and would 
jeopardize the future growth of the 
company. We will need the company’s 
funds for future expansion.” To 
which Hirsch might reply that man- 
agement has rarely shown any such 
inclination, and when it has the re- 
sults have been deplorable. 

In January a new factor, 
person of Patrick J. Frawley, whose 
Paper-Mate pens were one of the 
merchandising wonders of the post- 
war era, appeared within Eversharp 
as president. Full of plans to expand 
Eversharp’s razor business abroad and 
to diversify into other consumer prod- 
ucts at home, Frawley insists that 
Eversharp will need every penny of 
its working capital. “You need some 
money,” he says, “just to run the 
business.” Yet the fact is that last 
year Eversharp’s cash items (includ- 
ing investments) equaled 68% of its 
sales, an excessive amount by the 
most impartial standards. “Besides,” 
adds Frawley, “you couldn’t liquidate 
all of it.” That is certainly true. Some 
36% of Eversharp’s $7.1 million port- 
folio has no quoted market. 

Finally last month the issue came to 
a vote, and Eversharp’s management 
emerged the clear winner. By a 3 to 
1 majority last month in Chicago, 
Eversharp’s stockholders voted down 
the Hirsch proposal. 


in the 


40 


TOBACCO 


THE PASSING 
PARADE 


That long awaited “important 

announcement” from Ameri- 

can Tobacco proved to be 
something of a letdown. 


“Hei!” groused one of the men who 
knows tobacco last month, “we were 
all set for a bang and all we got was a 
pop!” For months Tobacco Row had 
waited with bated breath to learn 
what the rumored “something big up 
over at American Tobacco”* was. 
Knowing gossip had it that Ameri- 
can, whose major filter cigarette, Hit 
Parade, is a mere sixteenth-ranking 
also-ran among’ popular’ smokes, 
would soon bring out “a radically new 


AMERICAN’S HAHN: 
on Clinton’s tie, a red dot 


filter.” Some speculated that the new 
filter would go on Tareyton, another 
American brand which, while no 
worldbeater, is at least, in fourteenth 
place, doing better than Hit Parade. 
Some said that American planned to 
dust off a long-fallow brand, Johnnie 
Walker, and put the new filter on it. 
All the while American Tobaccomen 
from President Paul Hahn on down 
carefully kept their own counsel. At 
his annual meeting, President Hahn 
himself had to beg stockholders “not 
to press me for more information.” 
Help for Hit Parade. Last month 
the deep dark secret was out at last. 
But on professional tobaccomen, at 
least, it fell flat. American had in- 
deed come up with a “radically new 
filter” all right, but had put it on the 
same old Hit Parade cigarette. What 
was radically new about it, according 
to American (“Tobacco is our middle 


*American Tobacco Co. Traded NYSE. 
Current price: 86. Price range (1958): high, 
8773; low, 7434. Dividend (1957): $5. Indi- 
cated 1958 payout: $5. Earnings (1957): $5. 
Total assets: $815.2 million. Ticker symbol: 
AT 


name”), was its composition: “pure 
cellulose” instead of the cellulose ace- 
tate used in most other filters. Just 
what advantage that provided prob- 
ably was not clear to most consumers. 
But at least they could recognize the 
new filters from the old easily merely 
by ascertaining whether American 
had added a red dot to DeWitt Clin- 
ton’s tie on the blue revenue stamp. 

Privy at last to American’s secret, 
rival tobaccomen made their own in- 
terpretation. Said one competitor: 
“a frantic, frenetic attempt to rescue 
Hit Parade, which has been tarred 
with the brush of failure.” But in one 
respect Hit Parade was clearly one up 
on the competition. While Brown & 
Williamson advertised 20,000 filter 
traps for its Viceroy, and Philip 
Morris plugged away at “more than 
30,000 traps” for Parliament, Ameri- 
can proclaimed that its new filter has 
“more than 400,000.” Along claim- 
jumping Madison Avenue that at least 
rated as a clear bang. 


CORPORATIONS 


THE MAN WHO 
BUILDS PYRAMIDS 


Corporate pyramid-building 
has a long and not too happy 
history. But in designing his 
B.S.F. Co., Maurice Good- 
man has carefully avoided the 
mistakes of the past. 





Few financial devices in U.S. history 
have lost more friends and won more 
enemies than the much-criticized, 
little-understood holding company. In 
its halcyon pre-SEC days, the holding 
company gimmick allowed an ambi- 
tious operator to parlay a few dollars 
of equity into effective control of 
enormous earning assets. With an 
equity of less than $1 million, for ex- 
ample, the promoters of ill-starred 
Standard Gas & Electric controlled 
some $370 million in assets. Investors 
with long memories and short tempers 
still flare at mention of Blue Ridge 
Corp. (investments), Samuel Insull’s 
Middle West Utilities, the Van Swer- 
ingen’s Alleghany Corp. (railroads). 

The theory behind the holding 
company of the Twenties was plaus- 
ible enough. It amounted to a kind 
of investing on very thin margin. 
With dividends from its operating 
subsidiaries and sub-holding com- 
panies, the top holding company 
could pay the interest on the bonds 
it floated so freely on the credit of its 
subsidiaries. As though it was not 
bad enough to build a credit structure 
on anything as chancy as common 
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dividends, the holding company’s 
sub-holding companies and operating 
subsidiaries all were loaded with 
debt. But the depression played havoc 
with such fair-weather capitalization, 
slashing profits and forcing holding 
companies to default on their obliga- 
tions. The only thing their share- 
holders were left holding was the bag. 

New Style. But stocky, animated 
Maurice Goodman of New York is 
one little known entrepreneur who 
claims to have rehabilitated the hold- 
ing company. His vehicle: Wilming- 
ton, Delaware’s $6.5 million B.S.F. 
Company.* Like his spectacular pred- 
ecessors in high finance, 54-year-old 
B.S.F. President Maury Goodman has 
leveraged an equity of some $500,000 
into control of $65 million in assets 
and a big stake in $13.5 million more. 
But unlike his forebears of the roaring 
Twenties, Goodman has built up an 
industria! pyramid rather than a 
utility or railroad empire. ‘“We’re 
unique,” boasts Maury Goodman, “I 
don’t know of a single industrial set- 
up similar to ours.” 

Liquid Hardware. For Goodman, 
B.S.F. is the culmination of a long and 
successful career as a quietly success- 
ful Wall Street buyer and seller of 
companies. B.S.F. itself is descended 
from the corporate shell of a medium- 
sized Pennsylvania foundry which 
Goodman bought, operated for a while 
and sold in 1954. 

With some of the cash proceeds, 
Goodman began to buy on behalf of 
B.S.F. into New Britain, Conn.’s Ameri- 
can Hardware Co.,¢ one of the world’s 
two largest makers of builders’ hard- 
ware. American Hardware was an 
assets-rich but earnings-poor com- 


*B.S.F. Co. Traded American Stock Ex- 
change. Current price: 1012. Price range 
(1958): high, 1014; low, 814. Dividend (1957): 
5c. Indicated 1958 payout: 142% stock. Earn- 
ings per share (1957): 28c. Total assets: $6.5 
million. Ticker symbol: BSF. 


+American Hardware Corp. Traded NYSE. 
Current price: 227%. Price range (1958) : high, 
243g; low, 1634. Dividend (1957): $1.50. Indi- 
cated 1958 pa out: $1.50. Earnings per share 
(1957) : $2.73. Total assets: $41 million. Ticker 


symbol: AHC. 


B.S.F”S MAURY GOODMAN: 
“we're unique” 


pany. Its poor earnings trend made it 
possible for Goodman to buy shares 
with a book value of $40 a share for 
an average price of $19.43. Not only 
that, but Goodman was buying a re- 
markably liquid investment: B.S.F. had 
net working capital of some $28 a 
share. Says Goodman proudly: “For 
a small investment of $2.5 million, we 
got control of $17 million in net work- 
ing capital. Reason: B.S.F.’s 124,000 
(now 196,000) share, 21% stake in 
American Hardware gave it effective 
control of the company. 

Guns Are Next. But hard as Good- 
man waSalready making B.S.F.’smoney 
work, he was only really just getting 
started. Next his sharp financial eye 
fell on another small Big Board firm 
—Chicopee Falls, Massachusetts’ Sav- 
age Arms, maker of guns, lawn 
mowers and commercial freezers. 
Using both B.S.F.’s and American 
Hardware’s money, Goodman set 
about buying up Savage, finally won 
control by offering stockholders $16.50 
for shares which then sold for $14. 
That brought his score up to $37.7 
million in working capital, $82.3 mil- 
lion in sales, $65 million in total assets. 
Since he himself controlled B.S.F. 
with 10% of its stock it meant that $1 
of his own equity controlled $130 in 
assets. Quite a parlay, even by the 
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Savage Arms 
5%-owned by B.S.F. 
45%-owned by American Hardware 
total assets: $23 million 























THE PYRAMID- 


BUILDER 


Through buying large but non-majority 
interests in other companies, Maurice 
Goodman’s B.S. F., Inc. controls some 
$65 million-worth of assets with but 
$3.2 million in equity capital. Each 
B.S.F. dollar thus controls $20 in assets. 
Goodman’s most recent venture, an 
8% interest in United Industrial Corp. 
(total assets: $13.5 million), may be 
aimed at expanding this industrial 
empire. 
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standards of the wild 
Twenties. 

Goodman had accomplished it, un- 
like equally ambitious Sidney Albert 
of Bellanca Aircraft or Leopold Sil- 
berstein of Penn-Texas, without going 
out on a shaky financial limb. Amer- 
ican Hardware’s debt amounts to just 
9.4% of capitalization. B.S.F. and 
Savage have no long-term debt at all. 

Solid Pyramid. This in itself makes 
Goodman’s B.S.F. very different from 
the shaky pyramids of the Twenties, 
each stone of which was heavily 
mortgaged. True, B.S.F. itself is using 
current borrowings to increase its lev- 
erage: some $2 million of it. But 
Goodman is not dependent on divi- 
dends to pay interest on his debt. 
Reason: within B.S.F.’s corporate fold 
nestles New York Factors, Inc., a 
small but profitable money-lending 
business, whose pretax earnings are 
more than enough to pay interest on 
the money B.S.F. owes. Boasts Maury 
Goodman: “We’re not expanding for 
the sake of figures. We're doing the 
reverse of some of these lunatics. 
We’re buying cash, not debt, and you 
can’t depreciate cash.” 

Weak Link? “We're real pleased 
with American Hardware,’ purred 
Maury Goodman softly last month. 
“With Kwikset added, our sales were 
up 31% to $9.9 million in the March 
quarter and we earned 62c against 
50c last year.” But the kind of lever- 
age Goodman is building can only 
be effective if all parts of the pyramid 
are making money. Goodman, how- 
ever, is not married to any situation. 
“We're a pool of liquid assets,” he 
admits, “and we’ll move it anywhere 
we can make the most of it.” 

Last month Maury Goodman gave 
dramatic proof of this mobility. He 
revealed he had purchased 8% of 
Grand Rapids, Michigan’s $13.5 mil- 
lion United Industrial Corp., itself a 
holding company for aircraft and mis- 
sile, stoker, and marine fitting lines. 
“This,” promised Maury Goodman, 
“is only our first purchase of United 
Industrial.” 

A Good Student. If and when, work- 
ing control of United Industrial re- 
poses comfortably in B.S.F.’s strong 
box, Maury Goodman will have in- 
deed come a long way. Each share 
of B.S.F., now valued in the market 
at about $10.50, will control some $275 
in corporate assets. Goodman’s own 
$500,000 original investment will give 
him the whip hand over some $86 
million in corporate assets. And since 
it is patent to all that Goodman 
learned well from the mistakes of 
earlier corporate pyramid-builders, 
Wall Street is betting that his B.S.F 
is far better fitted to survive the shift- 
ing economic sands than its 
vanished predecessors. 
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Map shows condition in 87 U.S. business areas, each of which is an economic unit where 
changes depend on the same key factors. Shaded areas reflect decline or improvement for a 
two-month period ending the last week of May. 
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Number in parentheses indicates how many | NATIONAL INDEX —4 
months city has been continuously in column 











NEXT ISSUE: 
MISSILES & MONEY. Wall Street knows there’s volume in missiles. But 


there be profits in them? Next issue, Forses examines the prospects of 
Martin Co., which has a bigger stake in missiles than anyone else. 


Forses, 70 Fifth Avenue, New York 11, N. Y. F-1112 
Please send me Fores for the period checked: 

[] 1 Year $6 C) 2 Years $9 

(1 Enclosed is remittance of $... Cj I will pay when billed. 


Single copy 5c Pan American and Foreign $4 a year additional. 











/ENTREPRENEURS 


HIS OWN GENIUS 


Neither present troubles nor 
past mistakes can stay amply 
self-confident Alexander Gut- 
erma from his self-appointed 
corporate rounds. 





“THis company,” says Alexander Gut- 
erma right out, “is being run by one 
helluva genius!” “This company” is 
Manhattan’s_ spotted-historied F.L. 
Jacobs Co.,* best known as a second- 
rank auto parts supplier with a record 
of on-again, off-again profits. Its 
president, chairman and largest single 
stockholder: Alexander Leonard Gut- 
erma. 

Traveling Man. One thing Guterma 
conspicuously does not lack: plenty 
of confidence. Another: ambitious 
| projects. When, at 33, Alexander the 
Great believed that there were no 
new worlds to conquer, so the legend 
|goes, he wept. At 43, this Alexander 
is of a different mind. His roving eye 
has always lit on one more world to 
conquer in corporate finance. “I sup- 
pose,” says he, “you could call me an 
industrialist. I’ve been called many 
things—some of which I resent. But 
my passport says I’m a ‘business exec- 
utive.’” 

Well-traveled, lone wolf Entrepre- 
neur Alex Guterma has run through 
many a passport, corporate and na- 
tional, in his time. Born in Irkutsk, 
Siberia, he studied at a missionary 
school in Tsingtao, China, in 1939 
turned up as general sales manager 
of American Biscuit in the Philip- 
pines, where he spent World War II 
as a guerilla and once was held pris- 
oner by the Japanese for 30 days in 
infamous Fort Santiago. 

At war’s end, fleet-footed Alex 
Guterma really began traveling. He 
put in stints as vice president of Lu- 
zon Industrial Corp. and later of 


| Financing Co. of the Philippines. In 


1949 he was acting president of Atok 
Big Wedge Mining Co., a gold pro- 
ducer, and then senior vice president 
of the islands’ Lessar Soap Factory. 
Along the way, Guterma diligently— 
if mysteriously—built up his capital. 

By 1950, he was in the U.S., where 
he promptly “organized” the Western 
Financial Corp., an investment hold- 
ing company dealing mostly in Paki- 
stani jute. A year later, he popped up 
as a real-estate operator, organizing 
the Showano Development Corp., a 
Palm Beach venture comprising 18,000 


*F.L. Jacobs Co. Traded NYSE. Current 
price: 7. Price range (1958): high, 744; low, 
434. Dividend (1957): none. Indicated 1958 
payout: none. Earnings per share (1957) 
d$1.12. Total assets: $9 million. Ticker sym- 


| bol: FLJ. 
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acres of choice Florida land. Showano 
has since shifted its activities to Den- 
ver, where it mines uranium and mo- 
lybdenum, but without Guterma to 
guide it. He resigned his presidency 
last year, but still has a large interest 
in the company. 

By Another Name. Guterma’s next 
gambit, however, was anything but 
profitable. Instead it earned him some 
of those names he resents. Together 
with Virgil Dardi, a noted doctor of 
sick companies, in 1955 he bought in- 
to ailing, amorphous United Dye & 
Chemical Corp. A corporate hodge- 
podge of oil wells, dyeworks and coal 
mines, it was $49.75 a share in arrears 
on its preferred dividends when Dardi 
and Guterma took over. Amid a noisy 
barrage of publicity, they paid off the 
arrears, traded common shares for the 
preferred, and landed (for $2.2 mil- 
lion) 45% control of the Class B stock 
of the Bon Ami ‘Co. (from which 
United also received $7,500 a month 
as a “consultant’’). 

The prescription of “Doctors” Gu- 
terma and Dardi seemed to work fine 
—for a while. From a low of 6, 
United’s shares jumped as high as 38, 
which meant that Guterma (who had 
loaded up with 86,000 shares at 9) had 
a fancy paper profit. But it was never 
realized. Under a flurry of stock- 
holder suits alleging that some of 
United’s directors (Guterma among 
them) had conspired to control the 
company for their own benefit, 
United’s shares plummeted back down 
to 6, leaving Guterma, unable to sell 
because of his position as a “control 
person,” holding a mighty big bag. 

“Stockholder suits,” says the ag- 
grieved Guterma philosophically, “are 
part of our democracy. I was like Mr. 
[Leopold] Silberstein and the late 
Mr. [Robert R.] Young—men who 
are hounded by small stockholders 
and their lawyers, people who make 
a living from such suits.” The still- 
pending litigation, he insists, has “no 


GUTERMA AND ROACH: 
one more world to conquer 
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basis in fact whatsoever.” Neverthe- 
less, Guterma parted company with 
Dardi and United last year, selling 
off half his shares (at 7) and set off to 
greener pastures. 

Building Blocks. He found what he 
was looking for in F. L. Jacobs, a once 
flourishing, then foundering, maker 
of auto parts, which had seen five 
presidents come and go in the space 
of two years. Buying up 90,000 of 
Jacobs’ 882,607 shares, Guterma set 
himself up as president and chairman, 
and went about trying to jack up 
Jacobs’ sagging business. 

Guterma’s way of doing it was to 
start some fast empire building. In 
March he bought what he describes 





as “more than 50%” control of Scran- 
ton, Pa.’s Scranton Corp., a lace and 
curtain-making textile firm, which ac- 
counts for 40% of all Nottingham-type 
lace produced in the U.S. In May he 
plunked down $2.3 million for Sym- 
phonic Electronics Corp., which claims 
to be the world’s biggest maker of 
conventional and hi-fi phonographs, 
thus adding some $30 million to Ja- 
cobs’ $18.6-million sales volume 
Last month Guterma was ready to 
close his biggest deal yet. He an- 
nounced that Scranton Corp. had 
purchased all the outstanding stock 
of Culver City, Calif.’s famed Hal 
Roach Studios, which has been run 


since 1955 by huge, hulking Hal Roach 


HIGHWAYS FROM A HOPPER. Up to 1800 batches of paving-concrete mix a day . 
and every batch automatically accurate down to a fraction of a percent! That's the 
output of this Blaw-Knox batching plant, at work on the North Illinois Toll Highway 


World's biggest road building 
program under way—Blaw-Knox 
helps turn it into a production line 


Road builders are tackling the 
world’s biggest construction 
project .. 41,000 miles of 
superhighways with added thou- 
sands of miles of state and local 
roads. It will carry one-fifth of 
the nation’s traffic, enable 
motorists to travel coast-to- 
coast without passing a single 
intersection. 

Here too, Blaw-Knox pioneers 
with integrated high capacity 
equipment to bring production 
line techniques to road paving. 
The future looks smooth for 
highway travel and for Blaw- 
Knox, one of the world’s lead- 


ing makers of road paving 
equipment. 

Building a vast highway sys- 
tem is a typical instance of 
Blaw-Knox helping industry to 
tackle the biggest, toughest jobs. 
Perhaps we can help you tackle 
the tough ones. Whether your 
company builds roads, rolls or 
fabricates metals . . . or deals 
with chemicals, processing, or 
communications—our services 
and products for industry may 
provide precisely what you need. 
To find out more about us, just 
write for our brochure, “This Is 
Blaw-Knox.”’ 


BLAW-KNOX COMPANY 


1232 Blaw-Knox Buliding * 300 Sixth Avenue 
Pittsburgh 22, Pennsyivania 





Rohr is famous for designing and 
adapting very special machines 
for the precision manufacture 

of a wide range of special 

aircraft parts ... just one of the 


reasons Rohr has become the 


world’s largest producer of 


components for flight. 


MAIN PLANT AND HEAOQUARTERS: CHULA VISTA, CALIF.; PLANT: RIVERSIDE, 








HOW TO BUY 
REAL ESTATE 
FOR PROFIT 


The “what, where, when and how” of 
making smart deals in real estate are 
explained in step-by-step details, in the 
new guide just published: “How to Buy 
Real Estate for Profit,” by attorney 
Clyde T. Cadwallader. 

is money-making guide shows how 
to operate on shoe-string capital if nec- 
essary, and play for high stakes with the 
profit-odds in your favor. 

You get clear, down-to-earth guid- 
ance on: How to finance deals with a 
minimum of cash. How to size up the 
profit possibilities of a particular tract 
of land. How to accumulate a tidy for- 
tune through rental of rooms and apart- 
ments. How buyers of tax liens have 
become wealthy. Profits available in 
buying certain neglected types of subur- 
ban land. 26 points to check before buy- 
ing a home. How to make profits through 
subdivisions. How to etermine the 
right purchase’ price—selling price. 
What you must know about titles, mort- 
gages, insurance, taxes, easements. How 
to make profits through joint ventures, 
syndicates, exchanges of property. How 
to build your fortune through the “‘sell- 
some, keepsome"’ formula. How to get 
started with small capital. 

There's almost no way left EXCEPT 

real estate where you can make big 
money so easily and with so little risk. 
This great new guide gives you the 
“know-how” you need to reap the enor- 
mous rewards of real estate speculation 
now. 
_ “How to Buy Real Estate for Profit” 
is being made available for 10 days’ free 
examination, and if you decide to keep 
it the cost is only $5.95. Write to Pren- 
tice-Hall, Inc., Dept. M-558, at Engle- 
wood Cliffs, N. J., for your free-trial 
copy. 











It takes 
precision 
equipment 


| that the deal 
| “valued at more than $12.5 million.” 





to solve 
many 


problems 
of flight 
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YOUR SIGNATURE IS YOUR SAFEGUARD 
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MEMBER FEOERAL DEPOSIT INSURANCE CORPORATION 


| 31), needs outside help. 
| claims that just this kind of help is 
| what 


Jr., son of the studio founder. Care- 
fully mum about both terms and 
purchase price (in cash, stock and 
long-term notes), Guterma says only 
involves properties 


Among the properties: a $1.5-million, 
18-acre studio, a film library of some 
600 features and comedy shorts (e.g., 
Our Gang, Laurel & Hardy) plus 
about 25 filmed TV series. Under the 
deal, Hal Roach Jr. becomes a Scran- 
ton Corp. director and its second big- 
gest shareholder (after F.L. Jacobs). 

Next Stop: Hollywood. The Roach 
deal, Guterma glowingly claims, puts 
F.L. Jacobs “in on the ground floor” 


| of the bustling TV film industry. As 
| far back as 1948, Roach was among 


the first of Hollywood's moguls to 
foresee TV's film-making possibilities, 


| converted its facilities exclusively to 
| TV work. Today the studio ranks as 
| one of the industry’s top three TV 
| film producers (along with MCA-Re- 
| vue, Desilu), although last year it 


admittedly grossed “less than $10 
million.” 

Just what kind of profits the studio 
shows, Guterma cagily refuses to say. 
But other TV film producers guess 


| that it probably is “moderately profit- 
| able.” 


There is more than a little 
doubt in the trade, however, that the 
Roach properties are worth anything 


| like the $12.5 million Guterma claims. 


“Hal,” one Hollywood rival comments, 
“is a topnotch moviemaker, but he 


leaves something to be desired as a 


businessman.” But with» Guterma 
handling the business end, the same 
source insists, “the two could make 
quite a team.” 

Pep Pill or Pep Talk? Guterma, a 
man who never lacks for peppy opti- 
mism, claims that his new acquisi- 
tions will put some pep into F.L. 
Jacobs’ hitherto lackluster empire. 


| Scranton Corp., which lost $336,221 on 
net sales of $5 million last year, might 
| well, he claims, be put back in the 


black by Roach’s revenues. Similar- 


ly, F.L. Jacobs, which has creaked 


| through the last six years with four 


deficits, and whose auto parts business 
is running at a_ sluggish $12- 
million or $13-million pace in _ its 
current fiscal year (ending July 
Guterma 


newly acquired Symphonic 
Electronics will give it, predicts that 


| Jacobs’ gross should be up to $48 
| million or $50 million, and that it will 


show a profit of “over $1 a share” 
(vs. a $1.12 deficit last year). 

Is a genius what F.L. Jacobs needs? 
And is Guterma the genius he claims 


| to be? Says one TV film producer 
| who knows this latter-day Alexander: 


“I wouldn’t go that far, but he is a 
mighty sharp cookie!” 
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The FORBES index 


Solid line is computed weekly and monthly, gives equal weight te 
five factors: 








a a 


1. How much are we producing? (FRB production index) 


. How ‘ed people are working? (BLS non-agricultural employ- 
ment 





. How intensively are we working? (BLS average weekly hours 
in manufacture) 


4. Are people spending or saving? (FRB department store sales) 
. Hew much money is circulating? (FRB bank debits, 141 key 
centers) 


Factors 4 and 5 are adjusted for valve of the dollar (1947-49 
= 100), factors 1, 4 and 5 for seasonal variation. 


Plotted line is a preliminary weekly figure and may not necessarily 
agree with the revised monthly total. Dot indicates an 8-day estimate 
based on tentative figures for five components, all of which are subject 
te later revision 





‘Final figures for the five components (1947-49 = 100) 
April May June July August Sept. Oct. Nov. Dec. ’ ‘ April 


(prelim.) 
Production 144.0 143.0 144.0 144.0 145.0 144.0 141.0 139.0 126.0 


Employment 120.6 120.5 120.8 120.6 120.7 120.4 120.0 119.4 115.6 
Hours 99.8 99.5 100.3 99.5 100.3 100.3 99.0 98.5 . * 96.0 
Sales 114.6 117.4 119.4 123.9 125.7 119.2 111.8 117.5 123.6 
Bank Debits . 156.6 157.7 139.0 157.1 155.3 144.7 150.7 148.2 141.7 
INDEX ~127.1 127.6 124.7 129.0 129.4 125.7 124.5 124.5 120.6 


M A R K E T 0 U T L 0 0 4 tern has been accentuated by three 


conditions peculiar to 1958: 
by SIDNEY B. LURIE 1) Ours is the most sophisticated 
, market in history—one where 
the supply-demand equation has 


been modified by the steady 
Tuts is the time of year when the a new bull mar- growth of Pension Funds and 


security buyer can find comfort in’ ket. We are still se Mutual Funds. 
the strongest of the market’s tra-_ in the “in-between” 
ditional, seasonal patterns, that of years. Thus, the 
the “summer rally.” summer rally may 
For example, in 16 of the past 26 be completed early 
years, the June high was above the _ rather than late. 
May high (last month’s Dow Indus- It’s not that there at record levels—and the public's 
trial Average high was 463.67) ... is reason for new appetite for new issues is high 
In 17 of the past 26 years, the July misgivings with respect to the busi- 3) While ours is a recession econ- 
high also was above the May high... ness outlook. The corner was turned omy, 
In 19 of the past 26 years, even the’ in April. But this “off-beat” year is perity 
August high was above the May high one that has required “Reverse Eng- 
... And in 20 of the past 26 years, lish,” so to speak, from the start. The 
the September low was above the possibility of a declining market at a 
May low, which this time was 455.45. time when business is improving § a background where it has been futil 
But a fine distinction must be drawn would be in characte to attempt to rationalize the whys and 
in relating the past to the present. This point is important! The market wherefores of the market as 
This because there is some question always has been a peculiar “animal” Today, for example, it’s quite true 
as to the extent to which history one with its own habits; it basically is that the market, as measured by the 
may repeat itself. After all, the nation a non-conformist to popular expecta- averages 
is not embarking on a new boom—nor tions. This traditional behavior pat- is not 





“Reverse English” 


2) The financial stresses and strains 
which have been so common to 
other difficult periods are con- 
spicuous this time by their ab- 
sence. The nation’s savings are 


there are islands of pros- 
and _ individual success 
stories which can whet the 
speculative appetite 

Net result of the foregoing has been 


aw hol 


, is chillingly high. But this 


a classical year—no one buys 
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Stocks To 
Combat Inflation 


Common stocks are a good hedge 
against inflation but not just any 
stock will do! Here are companies 
able to earn more as the dollar 
continues to shrink. 


These two studies, available to you, are typical of hundreds brought to 
FINANCIAL WORLD readers each year to enable them to enjoy more in- 
come now and more income and capital in the future. 


FINANCIAL WORLD devotes itself entirely to your investment success— 
helps you to make the best possible investment decisions. With the added 
services it represents the most complete and reliable investment help we've 
been able to devise in 55 years of experience. 

“| have never subscribed to any publication or service of any kind from 

which | have received so much for so little as from your FINANCIAL WORLD. 

| really don't see how you can do it. | would not discontinue the service and 

information you give for many times the $20 it cos)" writes R.C.L., Illinois. 


HERE’S WHAT $20 BUYS: 


Basic Facts and Ratings—The famous Financial World “Independent Appraisals of Listed 
Stocks” 48 to 64-page pocket-size guide to nearly 2,000 stocks sent each month to every 
subscriber. Detailed one-line digests on <p range, earnings, dividends. Independent 
rating for income and profit. (If available elsewhere would cost up to $24.) 


New Factogroph—The NEW forthcoming Edition of the annual “Stock Factograph” 
manual—a 304-page indexed catalog of more than 1,800 stocks—a parade of pertinent 
facts that highlights their good points and bad—makes the Factograph indispensable 
as a ready-reference guide. (Sold separately for $5.) 


Personal Advice by Mail—Specialized, personal and confidential advice about any in- 
vestment that interests you—as often as four times a month. The best and most con- 
sidered opinion we can mail you on any particular issue—the most seasoned advice we 
can give you on whether to buy, sell or hold. (Available free to subscribers, can’t be 
purchased alone for any price.) 


52 Issues on Investment Opportunities—A full year’s subscription to FINANCIAL WORLD 
fact-packed issues of a magazine published to give you ideas for money-making 
and money-saving, to catch new financial trends as they start, to let you profit from the 
most attractive investment opportunities. (Costs $26 at newsstands without the added 
services.) 
PLUS the two studies: “Stocks ‘The Insiders’ are Buying” and “Common 
Stocks to Combat Inflation.” 
| that sounds like $20 worth of tax-deductible expense to you . . . $20 
that will increase your income, improve your portfolio and help assure 
investment success . just send your check or money order with name and 
address to Dept. FB-615. (26-week trial offer includes all of the above for 


$12.00.) FREE—WHILE THEY LAST 


By acting now you will receive the new “13-YEAR RECORD of more than 
1,000 N. Y. S. E. Active Stocks” (1945-1957). Each year’s Stock Splits, Divi- 
dends, Price Range, Earnings (as available up to publication). Sold separately 


~~” FINANCIAL WORLD 


55 Years of Service to Investors 
Dept. FB-615—17 Battery Place, New York 4, N. Y. 


Why are the managements and large 
stockholders who have the informa- 
tion thet indicates future sales and 
earnings trends of these companies, 
buying more of their common stocks? 
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What Action Did You Take 
on August 23, 1957? 


On August 23, 1957, Investors Research Company advised clients to sell we ake ning issues and 
hold up to 90% of their capital in cash reserves. The ensuing weeks are history. Just 12 
weeks later the Dow Jones Industrials had cascaded a full 60 points! But on November 
22nd, technical studies signaled an intermediate ‘‘buy’’ juncture. Clients were advised to 
reinvest up to 85% of their cash in specific strongly rated stocks. And so, while first pro- 
tected against unusual loss during the autumn de ine, IR subscribers held invested positions 
in key stocks as the market marched upward 

Now Available: A Complete Plan and Method. The achievements of Investors Research in 
both bull and bear markets is made possible by weekly technical analysis of 475 stocks in the 
light of 13 proven market indicators. Write today for a full 5 week trial subscription to this 
unique service, plus your copy of *‘A Positive Investment Program for Today’’, showing the 
plan and methods which now benefit investors across the nz ation. Just mail $1 with the cou- 
pon below Refund guarantee applies 


y » “ — “ s s * 
INVESTORS RESEARCH 
Company (Dept. F-54) ct slogan rSdar™ Sa 
2 Laguna Stree 


airmail 5 week trial subscrip- 
. ~ Be tion, giving data on 475 stocks. 
Santa Barbara, Calif. 

Name 


Enclosed is $1 
=» Address 


* Serving Investors in 48 states and 20 foreign nations. 
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the averages—and stock prices are 
made by factors other than statistics. 
In other words, a generalization to the 
effect that the market as a whole 
lacks really dynamic upside possibili- 
ties from here out can easily be sup- 
ported. But it’s equally important to 
note that the downside risks would 
require a change in speculative psy- 
chology stemming from either dis- 
illusionment or shock. 

Up to now, speculative psychology 
has been set on the nation’s ability to 
avoid a downward spiral. And a con- 
structive answer has been given. 
Thus, the disillusionment could come 
when the speculative emphasis 
changes from the present feeling of 
relief regarding industry’s ability to 
recover to a question of the level of 
corporate earning power possible 
under the present scheme of things. 
In other words, once the momentum 
is lost, the arithmetic of price times 
earnings ratios and yields could prove 
a sobering influence. We are a 
mercurial people and it would take 
little to revive the fears which were so 
well publicized last winter. 

If the disillusionment is to occur, 
and this column expects that it will, 
the period of suspicion is more likely 
to be in the fall, than today. This is 
when emphasis is likely to be laid on 
the fact that it usually takes two years 
for business to recover to the pre- 
recession level of activity. This is 
when stock prices can be measured 
against the 1958 and 1959 earnings 
potential—and found wanting. In a 
practical sense, the top will come 
when the neophyte shorts have rushed 
to cover—and the reluctant bulls have 
been converted. And it’s the reason 
why “Reverse English” is required 
for market success. 

Summertime, “when the living is 
easy,” may still offer interesting, in- 
dividual opportunities. The “about- 
face,” which this column believes is 
in prospect, is not likely to occur 
overnight. It will be a gradual proc- 
ess—which emphasizes another point: 
thus far in 1958, it’s been far more 
profitable to accept the opportunities 
than debate the problems. 

For example, Wilson & Co. still 
appears to be a most interesting spec- 
ulation despite its advance to around 
22 since originally recommended. For 
one thing, the company is doing well 
even though cattle and hog slaughter- 
ings were off in the first fiscal half. 
And the reason is superior manage- 
ment. Secondly, the meat packing 
cycle has turned for the better—and 
the economics point to an increased 
volume of cattle and hog slaughterings 
through 1959. This means better abil- 
ity to absorb overhead—as well as 
lower prices and consequent lessened 
inventory risks. Thirdly, the “label’ 
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the stock market has put on the meat 
packing industry seems likely to im- 
prove—with the result that more 
will be paid for Wilson’s $2.75 to $3 
per share 1958 earnings potential. 

The sophisticated speculator might 
also do well to take a calculated risk 
in Loew’s around 16, for the new 
management is making progress in 
curing its heretofore deficit-ridden 
studio operation. Moreover, distribu- 
tion of the profitable theatre chain 
may be much closer to reality than is 
generally believed. The Loew’s situ- 
ation has been compounded by a 
number of factors, not the least of 
which has been dissident stockholder 
groups. But the new management is 
realistically attempting to solve the 
problems, and it’s quite possible that 
some “hidden gold” will be unearthed. 
For example, the company has very 
profitable foreign properties. More- 
over, there is unneeded studio acreage 
which is worth a great deal in today’s 
economy. Meanwhile, it is interesting 
to note that Loew’s has some profita- 
ble sources of income—such as radio 
and television, a record company, a 
music publishing company, etc. 

Incidentally, the railroad carload- 
ings figures have begun to tell a very 
interesting story in recent weeks: 
1) A pick-up in merchandise and less- 
than-carload-lot loadings supports 
this column’s view that the business 
tide has turned for the better, 2) 
Improvements in steel activity have 
already brought about increased load- 
ings of ore and coal, 3) Loadings of 
grain (which have shown the smallest 
year-to-year decline of any freight 
classification) probably will register 
an increase as the bumper winter 
wheat crop goes to market. 

To generalize, the worst of the 
year-to-year monthly earnings de- 
cline now appears to be past history. 
No more than one or two minor divi- 
dend casualties are likely in the 
June list of important meetings. With 
the winter wheat crop now starting to 
move to market, attention will be di- 
rected to the western roads—stocks 
such as Northern Pacific, bonds such 
as the Missouri Pacific first 4%%’s. 
With the steel operating rate likely 
to reach the 75% level in the fall, the 
Baltimore & Ohio first 4’s still appear 
attractive. 
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The VALUE LINE (MMT) Invesemene Survey 
a, 








HAS YOUR INTELLIGENCE 
BEEN INSULTED RECENTLY? 


HE proposition that stocks can be recommended as undervalued or overvalued, on 
hoe basis of economic background and general news without reference to any specific 
standard of value is a direct insult to the intelligence of any thinking man. The Value 
Line Survey will never insult your intelligence by making such recommendations. The 
Value Line gives you objective, statistically determined, standards of value for each of 
804 leading stocks, graphically set down against the history of the stock’s actual price 
in the past twenty years. When the price gets abnormally far above or below the Value 
Line Rating, you have plain evidence of overvaluation or undervaluation 


The determination of value is combined with price trend momentum of the individual 
stock to give you another Value Line standard—an Index of Probable Market Performance 
in the next 12 months. All stocks in the Value Line Survey are divided into five groups 
of 160 each. The group ranked I (Highest) for probable market periormance may be 
expected to outperform all other stocks in the next 12 months. The group ranked II 
may be expected to outperform the group ranked III, and so on down to Group V, which 
may be expected to give the poorest performance of all. We wi!l gladly send you on 
request and without obligation a CPA verification of how these five groups of stocks 
actually performed in the market during the past six months. This CPA report is verifi 
cation of the comprehensive record of all recommendations on all 804 stocks made by 
the Value Line Survey at the end of October and tested as of the end of April. It is not 
based upon a selection of recommendations 


- Special: See All the Ratings and Future Performance 
Rankings of 850 Major Stocks and Special Situations Now 


Why not see for yourself how the stocks you own or may later wish to buy line up 
with the pull of value now—or at what future price levels they would be undervalued? 
You are invited to receive at no extra charge under this special offer the current 
Value Line Summary of current ranks and ratings on 804 leading stocks. Here you 
will find for each stock, the Value Line's five objective measurements of value 

[1] Quality (long term safety); [2] Intrinsic Value (the Rating) 
[3] Probable Market Performance in next 12 months; [4] 3 to 5 year 
Appreciation Potentiality; (5) Estimated yield in next 12 months. 

With this unusual SUMMARY before you, available only in the Value Line Survey 
you would have at your fingertips the conclusions reached in the 1,000-page Value 
Line Survey, enabling you to check every one of your stocks against objective and 
current measurements of value, to choose the strongest and safest stocks for your own 
list. A copy of the latest Value Line SUMMARY will be sent to you at no extra 
charge under the Special Offer below 


HAS THE RECESSION IN STEEL AND COPPER ENDED? 
A SPECIAL INTRODUCTORY OFFER* 


You are invited to receive at no extra charge under this special introductory offer this 
80-page edition of the Value Line Survey with timely analyses of the steel, mining and 
non-ferrous mining & fabricating industries and full-page Ratings & Reports on each of 64 
leading stocks including: 

Aluminium Ltd. 
Aluminum Co. 
American Smelting 
Anaconda 

Armco 


Bridgeport Brass int'l. Nickel 
Climax Molybdenum Jones & Laughlin 
Consol. Minin Kaiser Aluminum 
Crucible Stee Kennecott oper 
Harbison-Walker National Stee 
Bethlehem Steel Inland Steel Phelps Dodge Youngstown 5S. & T. 
You will also receive, under this offer, the next four weekly editions of the Value 
Line Survey, with full-page Ratincs & Reports on over 250 major stocks. In addition, 
your subscription will include a new SPECIAL SITUATION recommendation, a SUPERVISED 
ACCOUNT ReEporT, two FortNiGHtty COMMENTARIES and four WEEKLY SUPPLEMENTS 
(Annual Subscription $120) *New Subscribers onl 


Plus SUMMARY of ADVICES on 850 STOCKS AT NO EXTRA CHARGE 


Republic Steel 
Reynolds Metals 
U.S. Pipe & Foundry 
U.S. Steel 
Wheeling Stee! 


To take advantage of this Special Offer, fill out and mail coupon below. 


Na me 


Send $5 to Dept. FB-107 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 


VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 














Kiplinger Tells How 
To Be Money Ahead 
When Recession Ends 


Washington, D. C.—Dozens of ways to 
protect your personal and business inter- 
ests in the midst of today’s economic 
uncertainties are explained in detail in a 
special study issued by W. M. Kiplinger, 
famous business analyst and Washington 
authority. 

This timely volume is called “Boom 
and Inflation Ahead, and What You Can 
Do About It.” It shows you the steps you 
can take NOW, to cash in on many for- 
tune-building opportunities ahead. 

You get specific directions showing 
smart ways to handle problems concerning 
your income, savings, job, business, in- 
vestments, retirement...to protect your 
capital, your savings, from inflation. 

For example: How to safeguard the 
buying power of your dollars. Why, when 
and how the boom will start. How high 
prices you pay, money you make, will go. 
Whether to buy a house now or wait. 
Best fields for future job opportunities. 
Which businesses will grow—which de- 
cline. How to make yourself financially 
independent. How to meet changes in 
wages, hours, leisure time, pensions, life 
insurance, taxes. New products that will 
alter your life. Ways to pile up retirement 
income. Where to invest your money now 
for future security. How much college tui- 
tion to save for. Smart money-making 
plans for young men, family heads, busi- 
ness owners, people on fixed incomes .. . 
everything to help you be money ahead 
when recession ends. 

A copy is being made available to you 
FREE with a 13-week trial subscription 
to The Kiplinger Letter—both together 
for only $4 (Full value $7.95. You save 
$3.95 by acting now). 

The Kiplinger Letter every Monday 
morning supplies key information you 
need—business trends, new legislation, 
labor, taxes, prices, new products—any 
significant development. Keeps you posted 
on how to ride safely through recession 

. be in on pay-off when boom arrives. 

Just tear out this ad and return it to 
us today. Attach check for $4, or tell us 
to bill you. Either way you get the FREE 
book plus 13-week trial of The Kiplinger 
Letter. (Offer open to new subscribers 
only.) Address The Kiplinger Washington 
Letter, Room 181, 1729 H St., N.W., 
Washington 6, D.C. 
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by JOSEPH D. GOODMAN 


Seven Stocks at Buy Levels 


For some time, I have been recom- 
mending selected stocks in the belief 
that their low prices last year had dis- 
counted (or substantially so) the poor 
reports which have appeared in re- 
and which have pre- 
vented the general investing public 
from being optimistic on the stock 
outlook. In fact, the short 
interest is the largest since 1931. 
Moreover, I have pointed out vari- 
ous steps taken by the Government, 


| such as reducing the Federal Reserve 


discount rates, lowering the reserve 
requirements of the banks, increasing 


| defense orders, and easing the terms 


for building loans. Wages of steel 


| workers will be increased again July 


1, and this is likely to cause a further 
rise in prices. In the next two years, 


| the government deficit will be very 


large and cause a substantial increase 
in the national debt. 

To my mind, the foregoing means 
and I think a large 
amount of existing idle funds will go 
into common stocks. 

Among the stocks which I consider 
attractive now, and on any setbacks, 
are the following: 

Bryn Mawr Trust Co. has been in 
existence for 69 years in the town 
of Bryn Mawr, Pa., a suburb of 
Philadelphia (where I reside). At 
the close of last year, deposits 
amounted to $32.4 million. Earnings 
for the year amounted to $3.29 per 


share, and divi- 

dend payments 

were $1.75. In- 

dividual trusts, 

estates and agen- 

cy accounts be- 

ing administered 

increased $834,- 

000 to $15.3 million. The large 
Philadelphia banks have been ab- 
sorbing a great many of the banks in 
the suburban districts. I am confi- 
dent that in due time, Bryn Maw: 
Trust Co. will be absorbed by a Phil- 
adelphia bank on very favorable 
terms. The stock is now around 46, 
and there are 110,000 shares outstand- 
ing. With a yield of nearly 4%, one 
can afford to wait for merger devel- 
opments. 

Du Pont is the 
chemical company. 
ucts are nylon, rayon, dacron, orlon, 
pigments, plastics and . explosives. 
There are 45,600,000 shares, of which 
27% is owned by Christiana Securi- 
ties Corp., a du Pont family-con- 
trolled company. Du Pont owns 63 
million shares of General Motors, 01 
nearly 114 shares for each of its own 
stock. On this basis, the General 
Motors holdings are worth in the 
market around $53 a share of du Pont. 
The present price of du Pont is $177 
(after a decline from 249 in 1955). 
Deducting the value of its General 
Motors holdings, du Pont is really 


world’s largest 
Among its prod- 
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selling for $124 a share, which, of | 
course, looks absurdly low. It seems 
to me that an opportunity now exists 
for investors to buy the stock of one 
of America’s greatest companies at a 
bargain price. Sales last year were 
$2 billion. The chances are that Gen- 
eral Motors stock will be selling in 
the 50s before du Pont disposes of it | 
under a court order. | 

Johns-Manville is a leading pro- | 
ducer of building products, such as | 
asbestos, shingles, wallboard, insula- 
tion, roofing and floor tiles. In 1956, 
the stock reached a peak of 5834, and 
reached a bottom of 34% last year. 
It is now around 37, and the present 
indicated dividend is $2 a share. This 
stock will participate, of course, in the 
expected improvement in the building 
industry. Sales last year were $308 
million. 

Some years ago, I recommended 
Otis Elevator. It has done exception- 
ally well. Capital consists solely of 4 
million shares of stock. In additior? 
to the manufacturing of elevators and 
escalators, the company manufactures, 
installs and services the bowling 
pinsetting business of Brunswick- 
Balke-Collender’s automatic equip- 
ment for bowling alleys. Earnings 
last year amounted to $3.58, with a 
dividend payment of $2. Increased 
earnings and dividend payments are 
possible this year. I believe the stock 
is still attractive at its present price 
of 53. 

Pittsburgh Plate Glass is a leading 
manufacturer of glass, paints, chemi- 
cals and brushes. The automobile in- 
dustry is a large customer for the 
company’s glass products. There are 
9,900,000 shares outstanding, of which 
the Pitcairn Co. (a family holding 
corporation) owns 31%. This is a 
very strong company, with working 
capital of $135 million, and sales last 
year of $620 million. Since 1955, the 
stock has declined from 96% to 62, 
and is now around 70. The current 
dividend rate is $2.20. This is a high- 
class investment stock. 

U.S. Plywood is the world’s larg- 
est plywood manufacturer. Timber 
owned or under contract is very con- 
siderable. For the year ending April 
30, 1957, the company’s sales amount- 
ed to $202 million, and earnings were 
$3.24 a share. It is anticipated that 
earnings will show an improvement 
this year. The present price is around 
30, and the current indicated divi- 
dend rate is $1.50. Since 1956, the 
stock declined from 51% to 243%, and 
I think it is now in a buying zone. 

The capital structure of Western 
Pacific Railroad is very simple, con- 
sisting of $57.7 million long-term 
debt, including $16.8 million of equip- 

(CONTINUED ON PAGE 56) 
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FORECAST 


STANDARD & POOR'S 


101 STOCKS TO BUY AND SELL NOW! 


Just Coming Off The Press 
RECOVERY AHEAD: WHICH STOCKS READY TO GO 
Will feature stocks ready to go with the business recovery. Also—Standard & Poor’s Forecast of stock 
and bond markets for balance of 1958 and beyond. Forecast of Changing Business Conditions, money 
rates. Selection of most promising industries. How to profit by dollar-cost averaging regardless of 
short-term market dips! EXCLUSIVE! New Standard & Poor's Switch list of 66 Stocks That Should 


be SOLD Now! Also these timely new “BUY” lists: 


9 Recovery Stocks ...5 Low Priced Recovery Stocks ...7 Candidates for Increased 
Dividends ...8 Stocks for Reliable Income...6 Growth Stocks for Profits, 


Mail $1 with this ad, your name, address for this exclusive S & P MID-YEAR FORECAST. 
At no additional cost you will get the next 3 weekly issues of Poor’s Investment Advisory 
Survey, one of America’s most popular investment services. $5.83 value! New readers only, 


subscribers covered. 


STANDARD & POOR’S CORPORATION 


World’s Largest Statistical and Investment Advisory Organization, Established 1860. 


345 HUDSON STREET 


NEW YORK 14, N. Y. A685-172 














INVESTING 
for FUTURE 
INCOME 


2 


Incorporated 
hvestors 


Established 1925 
A mutual fund invested in a 
list of securities selected for 
possible growth of capital 
and income in the years 
ahead. 





for CURRENT 
INCOME 


? 


Incorporated 
Income Fun 


A mutual fund whose first 
objective is to return as large 
current income as may be 
obtained commensurate with 
the risk involved. 





Please send a Prospectus on 
[-] Incorporated Investors 


(-] Incorporated Income Fund 


Canada Dry Corporation 
DIVIDEND NOTICE 


The following dividends have been 
declared by the Board of Directors 
Preferred Stock — A regular quarterly 
dividend of $1.0625 per share on 
the $4.25 Cumulative Preferred 
Stock, payable July 1, 1958 to 
stockholders of record at the close 
of business on June 13, 1958 
Common Stock —A quarterly dividend 
of $0.25 per share on the Common 
Stock, payable July 1, 1958 to 
stockholders of record at the close 
of business on June 13, 1958 

Transfer books will not be closed 
Checks will be mailed 


J. W. Reiiry, Secretary 
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DIVIDEND NOTICE 


The Board of Directors has declared 
quarterly dividends as follows: 
PREFERRED STOCK 


A quarterly dividend of $1.06'% 
payable July 1, 1958, to stockholders 
of record June 10, 1958 


COMMON STOCK 


A quarterly dividend of 30¢ 
payable July 1, 1958, to stockholders 
of record June 10, 1958 





Rosert W. Jackson, President 
= —s * —" 
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CREATIVE 
RESEARCH* 
REPORT 


“STEEL 
STANDS 
TRIAL” 


Does the steel industry 
carry dynamic growth pos- 
sibilities? 
What about demand in 1958... and by 
1965? What's the true story on inventories; 
over-expansion? 

Are huge depreciation charges a hidden 
plus factor for 8 leading steel companies? 

If investment profits are to be made in 
steel stocks, what three considerations 
must be weighed? 

Which steel stock (now selling around 
66) could hit $100? 


Our 18-page June Monthly 
Letter gives some answers 
to these questions. It’s 
hard-hitting and informative—featuring 
latest first quarter profit results and operat- 
ing rates for the steel industry. If you're 
looking for special investment situations, 
or if you own steel stocks, this is for you. 


REVIEWS OF SELECTED STEEL STOCKS 


You'll also find a very helpful 2-page 
review of leading steel stocks, with specific 
investment recommendations and carefully 
detailed facts and judgments. 


SPECIAL MONTHLY CREATIVE 
RESEARCH MATERIAL 


In addition to this full and exciting study 
of the steel industry today, our June 
Monthly Letter has a master list of over 
200 securities recommended through 
creative research. The list is revised neue, 
keeping up to date with changing invest- 
ment conditions. Thirty-four Research 
Studies and Bulletins on companies and 
industries prepared by our Research De- 
partment are also listed, as well as 2 
immediate ‘switch’ suggestions. For your 
free copy, mail coupon today. 





%K Creative Research — The Key to 
Good Investments. 











Available to investors. 


GOODBODY & Co. 


ESTABLISHED 1691 
Members of Principal Exchanges 
115 Broadway, New York 
Offices in 34 Cities 
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U Please send me without cost or obligation, I 
§ your Monthly Letter FJ-15. 
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MARKET COMMENT 


As Funds Press For Employment 


WHEN cash seeking employment in 
stocks increases faster than the sup- 
ply of shares, prices go up. The law 


| of supply and demand in the stock 


market makes prices; not earnings, 


| dividends, or the outlook of business 
| in general. 


Since the first of the year, credit 
has been made available for business 
at the rate of about $1 billion a month. 
Business has not absorbed credit that 
rapidly. There has been some slop- 


| ping over of money (credit is poten- 


tial money) into the 
Part of the “money” 


stock market. 
intended for 


| business and trade has come to Wall 
| Street. 
| think them high, are deterred from 


Those who own stocks, and 


selling them partly because of the 
capital gains taxes involved, and 
partly because it is psychologically 
difficult to sell in a rising market 


| anyway. 


Furthermore there is always a 
“camp follower” element in the stock 
market. It more or less blindly fol- 
lows the trend on the oft exploded 
theory that the tape is always right 
in discounting the future. The shorts 
have had a very sour experience, and 
most of them are “locked in” with 
large losses. Nervous money, which 
was waiting for lower prices, has ven- 
tured in. More elastic pessimists 
have begun to question their own 
wisdom. Even the stockholders who 


| are “intellectually bearish” have not 


sold much stock. The indifference of 
individual issues to bad news and 
dividend cuts has added to the think- 
ing confusion. 

The power of money in the stock 
market is being demonstrated, and the 
money keeps pouring in—as most any 
stock broker will attest. Further- 
more, there still is a lot of idle money 
waiting around for lower prices and 
this, no doubt, is a cushion in event 
of a decline. 

The other side of the coin is that 


| most good stocks are far from cheap. 


In fact, on the basis of current earn- 
ings and the outlook for earnings 


| over the next year or so, most good 


stocks are high. Unless traditional 


| price/earnings ratios and traditional 


yields are obsolete, many of these 
growth stocks have discounted growth 


| three, four or five years in advance. 
In other 


words, they already are 
selling for what they will be worth 
(if all goes well) some few years 
from now. The present buyer is pay- 
ing for the growth he expects to get, 


| and (in the cyclical heavy industry 


issues) for the recovery in earnings 


by L. O. HOOPER 


which he _ hopes 
will come when 
business turns 
about. That is 
something that 
never has_ been 
done before. In 
the past, the in- 
vestor usually has been able to buy 
present earnings and present divi- 
dends and get the growth and recov- 
ery thrown in free! 

So you face up to an unusual situ- 
ation. If you buy “perfection,” you 
pay for it, and then some. If you get 
anything at something resembling a 
traditional price (not to say a bar- 
gain price), it usually is a “some- 
thing-the-matter” equity, not a “per- 
fection” equity. For instance, you 
buy tobaccos in the face of the cance 
threat; you buy British Petroleum in 
the face of the political threat in the 
Middle East; you buy rails realizing 
that you are going into an industry 
faced with great troubles; you buy 
contract uranium issues (like Con- 
solidated Denison) knowing that 
there are great uncertainties as to 
what will happen after current con- 
tracts expire; you buy a stock just 
after it has passed its dividend, not 
just before the dividend is increased. 
And that is all contrary to what the 
investor has learned in recent years- 
namely, that quality pays. 

This is not a comfortable position 
for the analyst or the investor to be 
in. On the basis of tradition and ex- 
perience, this market is high and bar- 
gains are few; but, on the basis of the 
money supply situation, there appears 
to be nothing visible to prevent it 
going higher. 

Probably the real answer is that 
“something unexpected will happen” 
to break the spell of over-valuation. 
Just what that “something unex- 
pected” may be is impossible for any- 
one to know. Just when it will come 
is equally difficult to foretell. But 
when it comes it will come as a thief 
in the night rather than in the form 
of anything anticipated. 

Readers of this column expect some 
discussion of individual stocks. I 
don’t know what any of these issues 
may do over the near-term, but from 
what I can see they are better-than- 
average values. 

British Petroleum, now around 
15% and previously mentioned at 
lower prices, should earn $2 a share 
or more this year vs. $1.46 a share 
last year when the Suez Canal was 
closed about four months. This com- 
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pany apparently controls something 
like 28% of the oil reserves of the 
free world, is one of the most impor- 
tant refiners in Europe, and one of 
the largest distributors of petroleum 
products in Europe and Africa. When 
you buy this stock, you buy con- 
trolled oil in the ground at a merely 
nominal figure as against what you 
pay for oil reserves when you buy 
American and Canadian companies. 
Furthermore, you buy an interest in 
one of the world’s larger petroleum 
enterprises. 

The stock is cheaper than most 
other “big” oils because so many in- 
vestors are over-conscious of the 
“political risk.” I think this risk is 
adequately reflected in the price of 
the stock. There probably will be a 
nice stock dividend some time this 
year and that might result in a more 
generous cash dividend than the ap- 
proximately 40c a share paid in the 
past 12 months. The stock sold as 
high as 253g in 1956 and as low as 
11% last year. 

Hecla Mining (8) is a 60-year-old 
mining company which has been pay- 
ing dividends regularly since 1903, 
no mean record. Fundamentally it is 
a zinc-lead stock representing a sub- 
stantial interest, among other things, 
in Bunker Hill & Sullivan. However, 
the zinc-lead business now is unprof- 
itable and little is coming in from 
older mining operations. Hecla, none- 
theless, is blessed with a substantial 
part interest in a uranium prop- 
erty in Utah which has proved much 
richer and larger than expected, the 
Radon Mine. From this source it is 
earning around 75c a share, enabling 
it to pay dividends of 50c a share 
while waiting for the zinc-lead situ- 
ation to improve. At the end of last 
year Hecla had $4.44 a share in net 
working capital, about $3 a share in 
Bunker Hill & Sullivan stock at pres- 
ent market value, and about $1.25 a 
share in Polaris Mining stock. So, 
when you buy the stock at 8, you pay 
practically nothing for the uranium 
property and Hecla’s other assets. 
Not very exciting, perhaps, but a 
decent value. 

Philips Lamp (38) is maintaining 
its earnings better than the American 
electrical manufacturing companies, 
actually increasing them and holding 
up its excellent profit margins. Here 
you buy earnings of about $4.25 to 
$4.75 a share and dividends (recent- 
ly) of about $1.83 a share at a reason- 
able price and an interest in a proved 
“srowth” company. It is a Dutch 
stock and cannot be registered in 
your name. You buy a bearer cer- 
tificate and clip coupons from time to 
time for dividends and rights. 

If you are looking for yield, I would 

(CONTINUED ON PAGE 58) 
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the most active list? We believe that we 
After years of research we offer 


The investor who insists on bein 
establishing positions in many go 


TEN ANALYSIS 





THE TEN MOST ACTIVE STOCKS ON 
THE NEW YORK STOCK EXCHANGE 


How often have you wondered if it was safe to jump in and buy when stocks such as POLAROID, 
REXALL, LORILLARD, AMERICAN MOTORS are being traded in thousands of shares at the top of 
can now answer this vital question. 

‘THE TOP TEN”, an analysis of the ten most active stocks of the 
week listed on the N.Y.S.E. This analysis is keyed to timing—volume—price range, and volatility 
To the best of our knowledge this is an important ‘‘first’’ in stock analysis. 

fully informed will find many answers to the problem of 
situations as they come to the fore. 


— CAPITAL GAINS — 


To achieve capital gains is a primary objective for investors in all 
this goal we would like to have you read our book “TRADING BLUE CHIPS FOR CAPITAL GAINS 
We will send you a copy and 3 weeks of our complete advisory service including the new 
for only $1.00 (or $1.25 airmail). 


MARKET RESEARCH ASSOCIATES 
108 South Los Robles, Pasadena, California 


tax brackets. To help attain 
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rate 
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Opportunities in WARRANTS 


If you are interested in making each $1 do 
the work of $100 or $1,0 in a risin 
market—then you should be intereste 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in- 
vested in warrants during a bull mar 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa- 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding 

day’s market and how should 

be bought and sold? 

For the answer to all these questions, you 

should not miss the most widely-praised and 

galy full-length study of its kind—‘'THE 

SPECULATIVE MERITS OF COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 121 warrants 
send $2.00 to 
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they 


ou should know about, 
. H. M. Associates, Dept. 
F-109, 220 Fifth Avenue, New 
York 1, N. Y. or send for 
free descriptive folder. 
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NEW SAFER APPROACH 10 


COMMODITY 
PROFITS 


Even a small investment con earn big 
money in commodities. Proper timing 
is the secret of success. Scientific 
stops safeguord your funds against 
undue risk. 

learn how you, too, can increase 
capital and income. Send for recent 
trading bulletins from 


COMMODITY FUTURES FORECAST 


90 West Broadway, New York 7, BArclay 7-6484 
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FIRST WESTERN SAVINGS 
118 So. Fifth Street - Las Vegas, Nevada 
Nevada's Largest...So. Nevada's Oldest 


SAVINGS BY MAIL 


Start earning more today with 
safety... at Nevada's largest 
Savings and Loan Association. 
Thousands of save-by-mail 
account holders currently earn 
5% a year. Airmail postage 
pre-paid. Funds received by the 
15th of any month earn from 
the Ist. 


AND LOAN 
ASSOCIATION 





ROBERTSHAW - FULTON 
CONTROLS COMPANY 


Richmond, Va. 


PREFERRED STOCK 


A regular quarterly 
dividend of $0.34375 
per share has been de 
clared on the $25.00 
par value 5 \4 per cent 
Cumulative Con- 
vertible Preferred 
Stock, payable 
June 20, 1958 to 
stockholders of record 
at the close of busi 


MR .CONTROLS ness June 10, 1958 


COMMON STOCK 
A regular quarterly dividend of 37'¢c per 
share has been declared on the Common 
Stock payable June 20, 1958 to stock- 
holders of record at the close of business 
June 10, 1958. The transfer books will 
not be closed. 


JAMES A. WITT 


Secretary 


May 23, 1958 











W ANTED—S85.00 


From investor who wants to learn about the 
profit potential of the vast over-the-counter 
stock market. $5.00 brings year's subscription 
to OVER-THE-COUNTER SECURITIES RE- 
VIEW, only magazine exclusively serving 
this vital investment area. Each con- 
tains dozens of pages of “hard-to-get"’ in- 
vestment information. Also many special 
features. Your subscription today will bring 
bonus of two important reprints 


issue 


For one year’s subscription (12 issues) 
wend $5.00 to: 


OVER-THE-COUNTER SECURITIES REVIEW 
Dept. E 


P.S.: Send $4.50 additional for latest edition of OVER 
THE-COUNTER SECURITIES HANDBOOK. Contains 
descriptions of more than 1,000 unlisted companies 
Over 175 pages. 


Jenkintown, Pa 











DYNAMIC STOCKS 
Expected to Climb 
to NEW HIGHS 


Next Stock Market 
Advance to Feature 
New Leaders. 


Babson’s staff of investment special- 
ists have just published research find- 
ings of vital importance to every 
investor. No cost was spared in the 
preparation of this material—every 
resource and facility of America’s 
most experienced Personal Investment 
Advisory Service was utilized to as- 
sure accuracy. Included in these fac- 
tual findings are such specific recom- 
mendations as: 


* 6 Stocks expected to reach 
new highs in next 18 
months. 


19 Stocks for regular weekly and 
semi-monthly income. Many yield- 
ing over 6°. 


5 Bank stocks for peace of mind. 
20 Stocks to weed out now. 


Latest study — “Profits in Uranium 
Stocks’’, including 3 best buys. 


Revealing report—‘“‘How Safe are 
Investment Trust Shares?” 
BONUS FOR PROMPTNESS 


Confidential bulletin 
“Preparing for the Prosperity 
of the 1960's” 


MAIL $1.00 WITH THIS AD 





BABSON’S REPORTS Inc. 
Dept. F-87 
Wellesley Hills 81, Mass. 


Please send me your DYNAMIC 
STOCKS PACKAGE at once. I en- 
close $1. to cover costs of printing 
and mailing. 


NAME 
ADDRESS 











| $1.04 a _ share. 


| to a low of 48%. 





INCREASE YOUR PRESTIGE 


it pays off! Exciting, profitable things can happen 
to the man whose book is published under our 
plan. He gains recognition. Our books are written 
up in the N. Y. Times, Saturday Review, Winchell, 
Ladies’ Home Journal and all key media. 


FREE! The behind-the-scenes story of book pub- 
lishing revealed in two brochures. Learn how you 
can get 40% royalties, local-national publicity 
and greater social-professional stature. Prompt 
editorial appraisal of manuscripts. Write $. Evans 


Exposition Press, 386 4th Ave., N. Y. 16 
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STOCK ANALYSIS 


Discounting 1960 


In the first five months of this year 
136 corporations have omitted divi- 
dend payments and 219 corporations 
have reduced their dividend rates. 
Last month alone dividend omissions 
and reductions totaled 92, making 
May the worst month for dividend 
casualties on record since the New 
York World-Telegram & Sun, from 
which these statistics are taken, start- 
ed these monthly compilations in 1946. 
A year ago, in May 1957, only 17 
companies omitted and 11 companies 
cut their dividends. These figures 
show how much damage this recession 


| has done to corporate profits and 
| dividends. 


Yet on the day after this gruesome 
news was published, the stock market 
advanced briskly to a new high for 
the year. Paradox? No! The market 
looks forward, not back. As far as 
Wall Street is concerned, this reces- 
sion is history. 

Such optimism might be misplaced, 
but this is not likely. As early as last 


February I suspected that the slump 


would hit bottom this spring, before 


| mid-year, and I think statistics will 


bear me out. At the same time, how- 
ever, even an optimist (so long as he 
is also a realist) should not expect an 
immediate, steep upturn in economic 
activity, and most certainly not a re- 


| covery in earnings to the high level of 


last year. Just as after a fairly severe 
illness you may feel a lot better, but 
you are not yet entirely well and it 
will take some time to get your full 


| strength back. 


The stock market recovery has not 
come as a surprise to me, but I confess 
that the vigor of it did. Take U-S. 


| Steel, a distinctly cyclical company 
| whose first-quarter profits fell from 
| $2.03 in 1957 to a mere (but com- 


mendable, under the circumstances) 
The stock slumped 
34.4% last year from a high of 73% 
Early this month 
the stock rose to 67, for a 75% re- 
covery of the entire bear market loss! 
This is remarkable, and one can un- 
derstand the anguished cries of the 


| “shorts”—the mid-May short position 


in U.S. Steel was 336,111 shares—that 


| this doesn’t make sense, that the mar- 


ket is wrong, that even the best steel 
stock is not entitled to sell at 15 times 


| or so the current year’s earnings. 


Actually, it is not the bulls who 
are driving up stock prices. It is the 
bears who are getting scared, if not 
frantic. It is the people who expected 
the Dow Jones average to break an- 


by HEINZ H. BIEL 


om 


other 100 points 
who are underin- 
vested, uninvested 
or actually short 
of the market. 

A month ago I 
called attention to 
the phenomenal 
success of The One William Street 
Fund, where tens of thousands of 
small investors scrambled to pay 
$12.50 a share to get $11.56 worth of 
cash assets. This proved more clear- 
ly than anything else that cash was 
burning holes in the pockets of in- 
vestors. This one fund alone now 
has more than $180 million to invest, 
and much, if not most of it, will have 
to come into the stock market soon- 
er or later. 

Several other mutual funds, all 
well sponsored, are currently being 
launched. In addition, the 175 odd 
funds already in existence keep on 
selling shares day after day, and this 
money too must be invested in order 
to produce income. Again, most of 
it will go into the stock market. 

On the other hand, very little new 
investment material is being created 
through new corporate stock issues 
of suitable investment quality. One 
reason is that corporate expenditures 
for new plant and equipment are off 
sharply; second, working capital re- 
quirements are less because of 
trimmed inventories and _ reduced 
sales volume; third, bank credit once 
again is cheap and plentiful; and 
finally, companies with a top credit 
rating can obtain long-term funds 
through sales of mortgage bonds or 
debentures at an interest cost of 4% 
or less which, after taxes, means a net 
cost of well below 2%. Thus, the 
strong companies whose stocks are 
most desirable for investment have 
neither need nor incentive to sell new 
stock to the public. 

With the supply of investment- 
grade stocks virtually static and the 
demand for this investment medium 
rising, the market’s technical position, 
obviously, has been and _ remains 
strong. As a result, prices of many 
stocks have been pushed up to levels 
which are entirely unsupportable by 
the current rate of earnings, barely 
warranted on basis of next year’s ex- 
pected profits (assuming that a busi- 
ness recovery does get underway 
shortly), and justifiable only if a fair- 
ly high degree of profitable prosperity 
can be restored within a couple of 
years. In other words, the market is 
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now beginning to discount the re- | 
turn of prosperity by 1960. 

There is nothing basically wrong 
with this approach. General Motors 
may well earn $4 in 1960 and U.S. 
Steel could probably make $7 a share 
for perfectly reasonable price/earn- 
ings multiples of ten. But the investor 
‘must be aware of this change in mar- 
ket evaluation and realize that such 
stocks should not advance once more 
to reflect the actual attainment of the 
hoped-for objectives. Of course, by 
1960 we may again be deluded by | 
visions of eternal prosperity and head 
for another boom. But this cannot be 
our concern today. 

Because of the market’s strong tech- 
nical position and the gradually im- 
proving business outlook it is doubtful | 
whether the market will have a cor- 
rection of major proportion in the 
near future. We may have seen the 
lows for the year, and I am not even 
sure that many of the stocks listed in 
this column a month ago will react to 
the indicated buying levels. At the 
same time, however, anyone who is 
fairly well invested should not get 
panicky now and rush into the mar- 
ket to commit the last dollar of his 
buying reserve. Stock prices don’t go 
straight up without setbacks, and 
there undoubtedly will be times, this 
summer when the present wave of 
optimism will cool off somewhat. 

Among the stocks I still consider 
attractive at current levels is Jefferson 
Lake Sulphur (2742), partly because | 
of the probable firming in the price 
of sulphur and partly because of the 
potentialities inherent in the compa- | 
ny’s valuable gas and oil properties. | 
This somewhat speculative stock is | 
currently paying only stock dividends. 

Standard Packaging (15), origi- | 
nally mentioned here on Nov. 15, 1956 | 
at 91, is making good progress despite 
the recession. The stock of this ably | 
and most aggressively managed com- | 
pany has been under pressure recent- 
ly due to arbitraging against Eastern | 
Corp. whose merger into Standard 
Packaging is pending. Cash dividends 
are not a near-term prospect. 

General Railway Signal (27) should 
benefit greatly and immediately from 
legislative proposals to aid the ail- 
ing railroad industry. The railroads 
can make no capital investment that 
pays for itself more quickly than cen- 
tralized traffic control and other elec- 
tronic signaling and control devices. 
The company’s regular $1 dividend 
rate is secure. Whether an extra divi- 
dend will be paid and how much it 
might be will depend on the passage | 
of pending legislation. 

A&P, the Great Atlantic and Pacific 
Tea Company (307) as it is formally 
known, is probably the cheapest of | 

(CONTINUED ON PAGE 56) 
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NEW STOCK 
MARKET MOVE? 
market stalemate 
about to be broken? 


The Drew “Odd Lot” Indexes lay no claim to infallibility. If 
they have any weakness, it is in their failure some times to “talk”. 
But when they “talk” they are rarely wrong. At least, that is the 
record of the ten years in which the Studies have been published. 


In the past 24 months there have been 9 indications of a 
change in trend—seven of which proved valid——and the othe: 
two quickly corrected themselves. 


In a stalemate the Odd Lot Indexes usually 
indicate the next move of consequence in the mar- 
ket—and give valid clues as to the direction of the 
next real movement in the stock market. 


Sophisticated stock market investors who recognize the 
value of technical considerations in a vacillating market 
about to change its trend may receive the Reports for the 
next 30 or 60 days at nominal cost—actually somewhat less 
than one-half the regular subscription rates. 


If the Reports should fail to prove useful during the 
trial—the payment will be refunded. 


As part of this special trial arrangement 
the three latest Drew Studies will be included 


without charge. 


DREW INVESTMENT 
ASSOCIATES, Inc. 
53 STATE ST.-BOSTON, MASS. 


C) 4 Weeks — $5 [] 9 Weeks — $8 


Send your three latest Reports, Monthly Chart of Odd Lot 
Indexes, all Drew Studies for period indicated. 


Name 
Street 
City State 


Publishers of DREW ODD LOT STUDIES 
“A measurement of Stock Market Psychology indicating future trends.” 





] STOCKS 
TO TRIPLE? 


SELECTIONS FOR BIG 
GROWTH IN 3 YEARS 


Our Editors have just analyzed an 
extraordi list of 66 growth stocks — 
each picked ed by one or more professional 
analysts as likely to triple S the next 
3 years. After intensive study, we 
combed this list of 66 stocks down to a 
‘choice’ selection of just 7 stocks to 
recommend to you now. All 7 are fea- 
tured in our new Special Report. It is 
titled:]‘7 New Growth Stocks Most 
Likely to Triple in the Next 3 Years’. 
These 7 stocks remind us of outstandin, 
profit-makers like Thiokol Chemica 
which has grown from 8% to 70% in 
rocket fuels. And stocks like Ventures, 
Ltd., which has grown from 4 to 42 
in mining and oil. Three of these 
stocks are special ‘atomic’ stocks. Two 
are in guided missiles. One is in oil 
equipment. And one is in special metals. 
A copy of our new Report featuring 
these ‘7 Stocks to Triple’ is yours as a 
special bonus now when you send just 
$1 (new readers only) to try our unique 
advisory service “The Growth Stock 
Letter’ for the next two weeks. Mail 
this ad with your name and actress and 
$1 today. Send to Dept. F-8 


DANFORTH- EPPLY 
CORPORATION 
— Investment Advisors — 
WELLESLEY HILLS 82, MASS. 





ke Making Profits in 
STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 
independent judgment in helping to select 
the right stocks at the right time. Widely 
used by professional traders and investors 
for Making Market Profits—and Keeping 


Them. 

FREE ON REQUEST 
Literature on Figure Charts of Stocks and 
Commodities ...a daily price 
service ... and instruction material. All 
will be sent free on request. Just write 
for Portfolio F-52. 

MORGAN, ROGERS & ROBERTS, Inc. 
64 Wall Street @© New York 5, N. Y. 


WG FN 


et! 
Send $1 for latest Report F or $5 for month’s 
trial on prompt refund basis if not satisfied. 


LOWRY’S REPORTS, Inc. 
Established 1938 
250 PARK AVE., NEW YORK 17, N. 


ACCTS. INSURED Cf 
COMMERCIALLY Also 50 Highest 
Rate Fed. Agency 
Insured Assns. 
Investor Service | 
11 W. 42 St.,.N.Y.C. $ 
LA 4-7665 : 
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Mail Ad 
last Notice 





MAIL ORDER 
OPPORTUNITY 


EXCITING home business or office side line. Mail 
order executive will show you how to net large 
profits with no investment in merchandise or 
advertising required. Experience not necessary. 
Proven practical, fully explained in FREE con- 
fidential letter. Write: IMPACT! INC., 3407 
Prospect Avenue, Dept. 7-5, Cleveland 15, 0. 
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THE FUNDS 


A GOOD YEAR FOR THE 
BALANCED FUNDS 


In THE half dozen bull market years 
between the end of 1949 and mid- 
1957, very few mutual funds did as 
well as the more popular market in- 
dices. During this period the S&P 
500 stock average rose 193%, but 
Fores’ index of the ten largest com- 
mon stock mutual funds rose only 
169%. 

But so far in 1958, the mutual fund- 
ers have looked relatively better. 
Since the year began, Forses’ stock 
fund index has risen a very solid 
10.9%. At this rate it has been doing 
almost half again as well as the 500- 
stock index, which rose only 7.8%. 
over the same period. 

This showing, of course, has made 
fundmen very happy. “Anyone can 
make money during a straight bull 
market,” crowed one sales manager 
last month, “but it takes professional 
skill to make out well in a highly se- 
lective market like this one.” There 
is one drawback to this argument: 
even though the funds have recov- 
ered faster than the market as a 
whole, the common stock fund index 
is still down from its July, 1957 high, 
as is the market. The score: a decline 
of 10.2% for the funds, 10.19% for the 
S&P 500. Reason: when the stock 
market was slipping badly last fall, 
the fund average was falling at an 
even faster rate. 

But the people who have really 
come up smiling in all this have been 
the sponsors of the balanced mutual 
funds (i.e., partly invested in common 
stocks, partly in fixed income securi- 
ties). Naturally enough, these funds 
ate the market’s dust during the long 
bul. market. But after holding much 
steadier than either the S&P index or 
the common stock fund index during 
last year’s break, the balanced funds 
have put on a sharp rally of their own 
this year. Result: the 1958 rise put 
Forses’ balanced fund index last 
month within just 6.4% of its 1957 
high mark. 


DOUBLE INDEMNITY 


In His 18th annual edition of In- 
vestment Companies, $25 bible of mu- 
tual funds and closed-ends, famed 
broker-analyst Arthur Wiesenberger 
urges investors to set up a figurative 
double indemnity insurance program 
against the hazards of both early and 
late death. “People should live a 
double life financially,” says Wiesen- 
berger, “with proper protection for 


their families through the right kind 
of insurance, and proper provision for 
themselves, through the right kind of 
investments. An intelligent combi- 
nation of both will provide more 
fur.ds for their families, in the event 
of their death—more for themselves, 
while they’re alive.” 

The competition between the life 
insurance salesmen and the mutual 
funder is as old as the funds them- 
selves. What Wiesenberger has to 
say on the subject will hardly make 
the insurance men happy. “For pro- 
tection,” allows he, “there is nothing 
better than life insurance. Most peo- 
ple need more for this purpose than 
they now carry.” 

This, of course, is music to the ears 
of life insurance salesmen. “But as a 
means of building retirement income,” 
continues Wiesenberger argumenta- 
tively, “complete reliance on insur- 
ance has already proved a mistake.” 
He cites the fact that life insur- 
ance companies now advertise re- 
tirement plans yielding $300 a month, 
while the amount was $100 only 15 
years ago. “Anyone who invested 
[premium money] in common stocks 
as regularly during the same 15-year 
period would be many times better 
off today,” concludes he. To back up 
his contention, Wiesenberger e1. ploys 
novel and interesting charts, tables 
and illustrative examples. 

“Whether existing insurance poli- 
cies should be retained, converted to 
annuity income or surrendered in 
order to invest their cash values in 
other ways,” warns Wiesenberger 
clearly, “depends on individual cir- 
cumstances and preferences. But to 
retain them for their insurance fea- 
tures alone in many cases is pointless 
and expensive.” 





FUNDS 
vs. THE MARKET 
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CANADIAN GRADUATION 


Four years ago this month, the first 
of a special group of mutual funds for 
U.S. investors in Canada came into 
being. After years of red-tape cut- 
ting, Scudder, Stevens & Clark 
launched Toronto-based Scudder 
Fund of Canada to provide, as Presi- 
dent Hardwick Stires likes to describe 
it, “friction-free capital” to develop 
Canada’s vast re- 
sources. Since 
then, seven other 
funds, 95% owned 
by Americans but 
technically based 
in Canada have 
followed: Canada 
General, Keystone 
Fund of Canada, 
Investors Group 
Canadian Fund, 
United Funds Canada, Axe-Temple- 
ton Growth Fund of Canada, New 
York Capital Fund of Canada and 
Canadian International Growth Fund. 

These eight so-called NRO or non- 
resident owned funds give U.S. inves- 
tors a stake in an economy growing 
even faster (126% in the past decade) 
than their own (up 86%). They also 
offer shareholders, especially higher 
bracket ones, valuable tax advan- 
tages. Not only are capital gains re- 
tained, but income to the funds is 


Hardwick Stires 


FANANNAANAAAAN NAVAN ANHMANA NAH WH VV VV VVVVVV VV VV RWVVVVVHVVVE NLL VVVVNHVVVNVAVVHVHV VHS 


NOTICE TO INVESTORS 


Re: Guardian Mutual Fund 


Shares of this mutual investment fund are available at a sales charge of only 2° 
or less—depending on the amount you invest! 


and cash. 


this notice and mail to 
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non-taxable to shareholders, who pay 
at most a capital gains tax when they 
cash in their shares. 

Since June, 1954, Stires’ Scudder 
Fund of Canada has grown from $30 
million to $49.7 million in net assets 
and its successors have flourished as 
well. Altogether, the eight NRO 
funds now boast $320 million in assets 
and 127,000 shareholders. But there 
are also signs that the Canadian 
funds, hard-pressed to account for a 
recession in the dynamic Canadian 
economy, were having a tougher time 
selling the brightest of futures. While 
the National Association of Invest- 
ment Companies reported total fund 
sales down some 3% in the first four 
months of 1958 from last year, net 
sales of the Canadian funds were off 
as much as 75%. Reported Chair- 


man Joseph Fitzsimmons of Minneap- 


olis’ giant, $145- 
million Investors 
Group Canadian 
Fund: “Our sales 
through April 
minus redemp- 
tions were $4 mil- 
lion, against $20.7 
million in the 
same period last 
year.” 

President Hugh 
Bullock of New York’s $40.7-million 
Canadian Fund—actually the first U.S. 


Hugh Bullock 


Now investing in some 21 industries, the Fund normally specializes in common 
stocks—selected for current income and long-term growth possibilities 
shares of about 75 such stocks. 


At times, the Fund may also include Government bonds, fixed-income securities 


Free Copy 


These and other thought-provoking facts about the Fund’s policies, objectives 
and management are simply and clearly stated in the Fund's 19-page Prospectus. 


For a free copy of this lucid booklet, simply attach your name and address to 


MUTUAL FUND DEPARTMENT 


NEUBERGER & BERMAN 


MEMBERS 


NEW YORK STOCK EXCHANGE 
120 Broadway * New York 5, New York 


Telephone COrtlandt 7-2600 


fund to specialize in Canada (1952), 
but not as an NRO type—reported 
that his sales, too, were down by 
about 50%. But Bullock was unper- 
turbed. “Canada,” he reminded his 
shareholders, “is first in production 
of nickel, newsprint, asbestos, plati- 
num; second in aluminum, hydro 
power, pulp, gold, zinc and uranium.” 

Scudder’s Stires was also sanguine. 
“Our major change this year,” an- 
nounced Stires this month, “has been 
to shift from defensive issues to more 
cyclical stocks selling at low levels, 
at least in terms of their assets if not 
in terms of their earnings. Current 
Canadian leading indicators,” 


cluded he hopefully, “suggest 
economy now 


con- 
that 
their is even moving 
toward recovery.” 

Wall Street, perplexed sufficiently 
by its own stock market, was at a 
loss to account for the slipping sales 
performance of the glamorous Cana- 
dian funds. Suggested one analyst: 
“Perhaps glamour isn’t enough when 
an investor’s normally dependable 
stocks cut their dividends. He 
comes disposed to sell his non-in- 
come-producing issues—like the NRO 
funds—to get into 
But thing was certain: when 
stock prices—and fund asset values 
are lowest, that is the time for the 
truly long-term investor to dollar- 
average even more vigorously 


be- 


income issues.” 


one 


Si 


It now holds 
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Profits in 
WHEAT 


If you are interested in an unusual profit 
opportunity, one that could result in large 
profits during the next 30 to 90 days, we 
suggest that you look into the current wheat 
situation 


A further decline of at least 15 to 20 
cents a bushel appears probable 


For a full explanation of why lower 
prices are likely, send today for our 
latest wheat situation appraisal 


In addition to this situation appraisal you 
will receive a two-week complimentary sub- 
scription to our Commodity Letter. THE 
KELTNER Commodity Letter is in its 
twentieth year of publication, and is prob- 
ably read by more traders each week than 
any other commodity advisory service. 





THE KELTNER STATISTICAL SERVICE 


1004 Baltimore Ave., Dept. F-2 
Kansas City 5, Mo. 


Enclosed is $1 for your latest situation ap- 
praisal on wheat. I understand this appraisal 
will be airmailed to me by return mail, plus 
your regular market letter for this week 
and next week's letter when issued 


Name 
Address 


City & State 


500% PROFIT 


in 4 Days! 
you bought Swed “Put’’ on 


& O Railroad 
fast Nov. 14 at 
t 


P and exercised it Nov. 19 
at 247% he *‘Put’’ would have cost $137.50, 
and brought you $900—S002%, in 4d 
Pau! Sarnoff's booklet, “Profits 
details many examples of huge, quick 
shows how to limit loss—without limiting profits! 
How a call—at a fraction of a stock's cost—can net 
almost as much as the stock! 
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imon Co., 48 Fifth Ave., Dept. F, Pelham, N. Y. 
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Pullman 
Incorporated 


— 387th Dividend — 
92nd Consecutive Year of 
Quarterly Cash Dividends 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on June 14, 
1958, to stockholders of record 
June 2, 1958. 


CHAMP CARRY 


President 
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(CONTINUED FROM PAGE 49) 





ment issues, and 578,872 shares of 
common stock. In the last three 
years, the stock declined from 86 to 
4144, and is now around 50, where it 
yields 6% on its $3 dividend. Earn- 
ings last year amounted to $7.54 be- 
fore sinking fund and charges. The 
management has estimated that earn- 
ings this year will be around $6 a 
share, and should this estimate be 
realized, the stock could readily ad- 
vance into the middle 60s. 
Worthington Corp. is a highly di- 
versified manufacturer of heavy ma- 
chinery and equipment, especially 
pumps and compressors. The com- 
pany also produces water meters and 
electric controls, and is an important 
factor in the air-conditioning and 
heating field. The company’s record 
is good. Earnings last year were 
$6.32 a share; sales $191 million. The 
current dividend rate is $2.50 plus 
stock. Worthington has acted well in 
the market, and I believe it is possible 
that the stock could advance to a new 
high above its 1957 peak of 6814. 


BIEL 
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the major supermarket chains despite 
its seemingly forbidding price. It is 
only a question of time that the stock 
will be split (anywhere from five-to- 
one to ten-to-one), receive full voting 
rights and be listed on the New York 
Stock Exchange. Earnings are be- 
lieved to be running at the annual 
rate of $25 a share, if not more. 

For liberal income I suggest Stone 
& Webster (45), whose $2 dividend 
rate is likely to be supplemented 
again by a $1 extra payment. The 
company is a prominent factor in con- 
struction and engineering of utility 
and_ industrial projects, including 
nuclear power developments. It also 
has important interests in natural gas, 
investment banking and_ advisory 
fields. This year’s earnings should be 
around $4.50 a share. 





SUBSCRIPTION RATES: United States and 
Canada, 1 year $6; 2 years $9. Foreign and 
Pan American, $4 a year extra. 
SUBSCRIPTION SERVICE: Please mail sub- 
scription orders, correspondence and in- 
structions for change of address to: 


FORBES FULFILLMENT SERVICE 
70 Fifth Avenue 
New York 11, N. Y. 
CHANGE OF ADDRESS: Please send old 
address (exactly as imprinted on mailing 
label of your copy of Forbes) and new 


address (with zone number if any); 
allow four weeks for change-over. 























oT § 
INVESTMENT 
| EVER MADE 


By a Barron's Subscriber 


One of the most profitable moves of my in- 
vesting experience cost me only $5. For this 
small sum I began to acquire an asset that 
has brought me untold benefits. 

I mean the knowledge of investment values 
I’ve gained by subscribing to Barron’s Na- 
tional Business and Financial Weekly. 

This has helped me do a better job of 
separating good investments from bad invest- 
ments. I have built my capital and increased 
my investment income. I have gained greater 
peace of mind financially. 


This story exemplifies how Barron's serves 
its readers. There is no other business or in- 
vestment publication like it. It is written for 
the man who makes up his own mind about 
his own money. It is the only weekly affiliated 
with Dow Jones, and has full use of Dow 
Jones’ vast, specialized information in serv- 
ing you 

In Barron's you are shown what, where 
and why the REAL VALUES are, behind cur- 
rent security prices. You get clear, well- 
founded information each week .. . on the 
condition and prospects (the changing for- 
tunes) of individual corporations—and on in- 
dustrial and market trends 

Barron’s subscription price is $15 a year 
but you can try it for 17 weeks for only $5 
This trial subscription for $5 will bring you 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight 
the investment implications of current polit- 
ical and economic events. . . the perspective 
you must have to anticipate trends and grasp 
profitable investment opportunities. 

See for yourself how important Barron's 
can be to you in the eventful weeks ahead 
Just tear out this ad and send it today with 
your check for $5; or tell us to bill you 
Address: Barron's, 392 Newbury Street, Bos- 
ton 15, Mass. F-615 


EARN (7967 sa 
MORE | RETURN 


A time-tested cumulative participating pre- 
ferred stock © Dividends increased every year 
since 1946 © An essential business, steadily 
growing in size and earnings. Price about $6 
per share 
ALBERT J. CAPLAN & CO. 
Members: Phila.-Balto. Stock Exchange 
Boston Stock Exchange (Associate) 


1516 Locust St., Philadelphia 2, Pa. 





Pacific Ges pi Electric 
mpany 


DIVIDEND NOTICE 
COMMON STOCK 
DIVIDEND NO. 170 


The B 1rd f Direct rs on 
May 21, 195§ Jeclared 
a cash divider f the 
se ondq orter ot the year 
ot 60 cents per snare pon 
the Company's nmor 
capital stock. This dividend 
w be paid by neck n 
July 15, 1958, toc 
stockholders of re 

the close of busine 
June 17, 1958. 


K. C. CHRISTENSEN, 
Treasurer 


San Francisco, Calif. 


ForRBES, JUNE 15, 





send for this free booklet to gain 
investment peace of mind 


Send for this enlightening booklet describing the 
services of Forbes Securities Management which 
provides day-to-day supervision over the portfolios 
of busy business and professional men with $25,000 
and more invested in securities. 


While certain stocks have recovered 
most or all of the ground lost last 
Fall, the action of other stocks has 
been most unsatisfactory to their 
owners. This is very evident from 
our careful analysis of literally thou- 
sands of investment portfolios. This 
examination shows a woeful lack of 
planning—particularly in regard to 
timing and selectivity—on the part 
of most investors. 


In seven cases out of ten, there 
seems to be no long-range program. Most portfolios are 
merely collections of stocks which have been accumulated 
over the years with little or no regard for such important 
considerations as one’s tax bracket, age, responsibilities, etc. 


Unfortunately, all too many otherwise successful men 
and women are unsuccessful investors. NOT because they 
lack the intelligence—but because they have neither the 
time, the research facilities, nor the professional training 
and experience necessary to do a consistently successful job. 


To help solve this problem, to help relieve the busy ex- 
ecutive or professional man, the retired man or woman, 
the widow and others of inherited wealth of many of the 
cares of money-management— 


—the FORBES organization has synthesized its un- 
paralleled statistical-research facilities and has formed a 
Separate FORBES SECURITIES MANAGE- 
MENT—a completely personal service that will assist you 
in maintaining a long-term, “tailored to fit” investment 
program that will not only meet your objectives, but also 
help safeguard your hard-earned capital. 


Division; 


In brief, from information which you are asked to supply, 
our staff first strikes a balance between your resources and 
your requirements and then tailors an individual investment 
program to best meet your objectives. Once your program 
has been mutually agreed upon, your securities are kept 
under constant supervision—concrete, carefully considered 
recommendations are made to you—you are kept fully in- 
formed on latest developments affecting your holdings—any 
questions you may ask by letter, by telephone or telegraph, 
by personal visit are answered by a staff of experienced 
security analysts. 


ForBES, JUNE 15, 1953 


Obviously, the full scope of this Service, its purposes, its 
many advantages to those with $25,000 and more invested 
in securities cannot be explained within the confines of this 
announcement. We have therefore prepared a descriptive 
booklet on FORBES SECURITIES MANAGEMENT which 


we shall be happy to send you upon request. 


We believe it will be to vour advantage to send for your 
copy today. 


ge ae ; 


THE FORBES ORGANIZATION 


—is eminently qualified to supervise your investment program 
Its 40-year record of service to investors has earned it the respect, 
the confidence, the unshakable loyalty of thousands of 
who look to FORBES for investment guidance. 
“Your semi-annual review of my portfolio is 
satisfactory one. The appreciation and 


investors 


certainly a 
particularly the quality 
of the securities held show how much thought and good judgment 
you have displayed and | thank you.” R.H. 

“IT am very pleased with the semi-annual review just received. It 
is more than I expected and more than I received from : 
I realize how much work it involved and want to let you knou 
how much I appreciate it.” T.A. 


* 
SEND FOR DESCRIPTIVE 
LITERATURE, NO OBLIGATION! 


most 


Forbes Securities Management, Inc. 
70 Fifth Avenue, New York 11, N. Y. 


j I may be interested in retaining the services of FORBES 
SECURITIES MANAGEMENT. Will you kindly send me 
i without obligation, complete details? My present invest- 
‘a ... I have 
{ . in cash available for investment. 


ments are valued at approximately $. 
an additional $..... 


Name 
Please Print 


Address 


City Zone State 
Subsidiary of FORBES Inc 
oe ee Se Se 


P-1029 





145TH DIVIDEND 








A quarterly dividend of $0.60 
per share in cash has been 
declared on the Common 
Stock of C. IL. T. Financtat 
Corroration, payable July 1, 
1958, to stockholders of record 
at the close of business June 


HOOPER 





(CONTINUED FROM PAGE 51) 


suggest both Virginia Railway and 
Norfolk & Western. They are qual- 
ity stocks in high profit margin com- 
panies, even if they are rails. .. . If 
you want a utility, you might !ook at 


10, 1958. The transfer books 
will not close. Checks will be 
mailed 


New England Electric System (18) 
paying $1 and earning perhaps $1.30 
a share this year... . If you want a 

“blue chip” oil, don’t overlook Stand- 

ard Oil of California, the company 

that self-generates most of its ex- 
| pansion money instead of going to the 

securities market for it. . . . For the 
| time being, I like American Tobacco 
, and Reynolds Tobacco B better than 
| the other tobaccos. . . . In spite of the 
way these stocks have been acting, I 
think it is too early to buy the steels 
and coppers, and far too early even 
to look at the aluminum shares. 

And all this is prospecting in an 
exploited stock market. Stocks are 
high. It is the pressure of idle funds 
which is putting them up and keeping 
them up. Such money might just be 
temperamental from time to time. 

Don’t be too sure that the economic 
and earnings outlook, over-all, is as 
good as the stock market seems to 
say. Even if it is better than most 
older analysts and economists think, 
a great deal already is discounted in 
stock prices. 


FINANCIAL 


CORPORATION 
C. Joun Kun, 


Treasure? 





May 22, 1958 








YALE & TOWNE 


Declares 281st Dividend 
37'2¢ a Share 








FEDERAL PAPER BOARD CO., Inc. 
On May 28, 1958, Common & Preferred Dividends 


dividend No. 281 ta Board of Directors of Federal 
bs aper Board Company, Inc ® has this 
of thirty-seven day voted the regularly quarterly divi- 
and one-half cents dend of 50 cents a share on the com 
mon stock, payable July 15, 1958 to 
per share was holders of record July 2, 1958 
declared by the Board 
of Directors out ulative $25 par value Preferred Stock, 
of past earnings, = —— declared two separate divi 
dends, both payable September 15, 
payable on 1958. Holders of record June 27, 1958 
July 1 1958, to will receive 434 cents a share and 
i stockholders of record holders of record August 29, 1958 
Sthecinenel tienes will receive 24 cents a share. The 
+] 
June 10, 1958. 


In place of the usual dividend of 
2834 cents a share on the 4.6% Cum- 


split dividend was declared to pro- 
vide for the new preferred stockhold- 
ers expected to resule from the merger 
with Federal Glass Company now 


Wm. H.MATHERS pending 
Vice-President and Secretary 


THE YALE & TOWNE mrFc.co. 


Cash dividends paid in every year since 1899 


ROBERT A. WALLACE 

Vice President and Secretary 
May 23, 1958 
Bogota, New Jersey 




















TRENDS & TANGENTS 


(CONTINUED FROM PAGE 10) 


The transfer of gold out of the U.S 
| has one camp of economists worried. 
| They point out that early this month 
| the nation’s stock of gold was down to 
| $21.6 billion—a decline of $1.2 billion 
| since last December alone. The econ- 

omists’ fear: that if the present drain 

continues, reserves will sooner or 

later be so reduced that economic 

ss growth will be retarded. On the other 

Coneda, Heweii ond Alaska. hand, others see the shift as a good 

fe eg thing, redistributing the world gold 

supply more equitably, so that for- 

>= ne merly gold-poor nations will have 
Gp more adequate reserves. 
(COMMERCIAL SOLVENTS . + + 

Comporation 
DIVIDEND No. 94 


116th CONSECUTIVE QUARTERLY 
COMMON STOCK CASH DIVIDEND 
The Board of Directors has declared cash dividends on 
Common Stock —$.25 per share 


5% Cumulative Preferred Stock 
Semi-annual — $1.25 per share 
Dividends will be paid June 30, 1958 to stockholders 
of record at the close of business June 13, 1958. 


Wm. E. Thompson 


Secretary 


June 2, 1958 
Over 1,100 offices in U. S., 











U Skee! 


} Baltimore 3, Md. 

The Board of Directors of 
United States Fidelity and 
Guaranty Company has de- 


Mid-air collisions may become less 
likely after the introduction of new 
air navigation systems being devel- 
oped by U.S. electronics firms. One 
of them: Hidan (for “high density air 
navigator”), a system recently demon- 
strated by General Precision Equip- 
ment Corp. Now being hand-built 
for about $75,000, Hidan may eventu- 
ally be mass-produced for as little as 
$3,000 per unit. 


A dividend of five cents (5c) per 
shore has today been declared on 
clared a dividend of fifty cents the outstanding common stock of 
a share, payable July 15, this Corporation, payable on June 
1958, to stockholders of record 30, 1958, to stockholders of récord 
June 26, 1958. at the close of business on June 6, 

JOHN D. WILLIAMS } 1958. 


Secretary A. R. BERGEN 


May 26, 1958. Secretary. 
———————SSSSSS]} 


May 28, 1958. 


























ForBes, JUNE 15, 1958 











INTERNATIONAL 
SHOE 
COMPANY 


189TH 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 45¢ 
per share payable on July 
1, 1958 to stockholders of rec- 
ord at the close of business 
June 13, 1958, was declared 
by the Board of Directors. 


ROBERT O. MONNIG 
Vice-President and Treasurer 


June 3, 1958 











LONG ISLAND LIGHTING COMPANY 





QUARTERLY 
DIVIDEND 


PREFERRED STOCK 
The Board of Directors has de- 


BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 
70 Fifth Avenue, New York 11, N. Y. 


509. Wuy Can’t I Save?: With con- 
stant pitches being thrown him by 


| advertisers, salesmen, even local chari- 
| ties, with the costs of consumer goods 


continuing to mount, today’s inflation- 


| pinched citizen must often mutter that 


question to himself. This leaflet exam- 


ines the barriers to saving and how to | 


break them. It includes a useful two- 
page personal reminder chart of due 
dates for fixed expenses and monthly 


| savings that should help the on-again, 
| off-again saver to put his savings pro- 
| gram on a methodical basis. Cartoons. | 
| Published by American Visuals (15 pages). | 


510. A Preview or THE LEISURE YEARS: 
For men & women 50 or more years of 
age, “Preview” helpfully explores such 
subjects as general attitudes towards 
retirement, the importance of develop- 
ing new activities that will be useful 
in the future, financial planning for 
the future, where to live in retirement 


| While the booklet will interest anyone 


in his later middle years, it should prove 








SUNDSTRAND 


~~, 
SUNDSTRAND 


MACHINE TOOL CO. 
t 
DIVIDEND NOTICE 
The Board of Directors de- 
clared a regular quarterly 
dividend of 25¢ per share on 
the common stock, payable 
June 20, 1958, to share- 


holders of record June 
10, 1958. 


G. J. LANDSTROM 
Vice President-Secretary 


Rockford. Illinois 
May 20, 1958 








RADIO CORPORATION 


OF AMERICA 
Dividend Notice 


The following dividends have been 
declared by the Board of Directors: 


First Preferred Stock 


872 cents per share on the First 
Preferred Stock, for the period 
July 1, 1958 to September 30, 1958, 
payable October 1, 1958, to stock- 
holders of record at the close of 
business September 8, 1958 


Common Stock 


A quarterly dividend of 25 cents per 
share on the Common Stock, pay- 
able July 28, 1958, to stockholders 
of record at the close of business 
June 20, 1958. 


ERNEST B. GORIN, 


of particular value to executives con- 
| cerned with conditioning employees to 
the idea of retirement (32 pages). 


clared the following quarterly 
dividends payable July 1, 1958 
to holders of Preferred Stock of 
record at the close of business 
on June 13, 1958. 511. THe Ace or Space—-A GLOSSARY 
oo — OF 101 ImporTANT Worps AND TERMS: 
Series B. 5% Fis Perhaps never before have the bound- 
a D. 4.250, $1.0625 aries of knowledge been pushed back 
Series E. 4.3507, 31.0875 | with such dramatic rapidity as at pres- 
Series F. 4.3507, $1.0875 ent, during the third International Geo- 
Series G, 4.400, $1.10 physical Year. Scientists all over the 
VINCENT T, MILES world are probing and prodding the 
May 28, 1958 Secndine | earth, its interior and exterior, its seas 
: | and environment. In clear & concise Vice President and Treasurer 
| language, this compact leaflet (of which New York, N. Y., June 6, 1958 
| only a limited supply is available) de- | —— 
fines some of the terms that the scien- 
| tists and the manufacturers of space age 
| equipment are using—terms that you, 
both as a citizen and investor in missile | 
and other space-age stocks, should fully 
understand (10 pages). 














est Penn 
Electric Company 





38th Dividend 


A QUARTERLY DIVIDEND 
of SEVENTY CENTS per share 
has been declared for the 
second quarter of 1958, pay- 
able on June 30, 1958, to 
shareholders of record on 
June 16, 1958. 


Robert G. Burns, Treasurer 


FORBES, JUNE 15, 1958 


512. TeacHiInc JOHNNY To Swim—A 


| MANUAL For Parents: Each year brings 


an increase in U.S. swimming and boat- 


| ing facilities, with a correspondingly 
| larger number of people—both children 
| and adults—using them. To insure safe 


use of these facilities, the ability to 
swim is imperative. This pamphlet, per- 


| haps the best short course in swim- 


ming in print, is normally distributed 
by the American Red Cross at the nomi- 
nal fee of 20c but is available free to 
readers of Forses. Its easily understood 


| instructions and diagrams will help | 


grownups teach themselves as well as 
their children (35 pages) 


(Incorporated 


Quarterly Dividend 


on the 


COMMON STOCK 


375¢ PER SHARE 


Payable June 30, 1958 
Record Date June 13, 1958 
Declared June 4, 1958 








WEST PENN ELECTRIC SYSTEM 

Monongahela Power Company 

The Potomac Edison Company 
West Penn Power Company 











JUST TWO HOURS A WEEK CAN 


FORBES STOCK MARKET 


Let Market EXPERTS 
Teach You 


Spend just two hours a week read- 
ing the famous FORBES Stock 
Market Course at home, in your 
spare time. It should prove the 
most precious training you ever 
had. It will quide you step-by-step 
in 15 easy lessons to complete 
mastery of the subject. 

This Stock Market Course is edited 
by B. C. Forbes, founder of 
FORBES Magazine, and Joseph D. 
Goodman, a member of the New 
York Stock Exchange, and prom- 
inent security analyst. 

Backed by all the fact-finding re- 
sources and research facilities of 
the 40-year-old Forbes Inc., this 
Stock Market Course reveals 
tested methods that have made 
money again and again—can 
make money for YOU. 


Unlock Stock Market 
Mysteries YOURSELF! 


You probably know of people who 
are well off because of wise invest- 
ments. Some started with only a 
few hundred dollars and amassed 
enough money to acquire lovely 
homes, put children through col- 
lege and realize all their cherished 
ambitions. This wasn't due to luck. 
These investors studied and studied 
the stock market . evaluated 
its risks . . . delved into its secrets; 
unlocked much of its mystery .. . 
learned the methods of successful 
investors. Soon they used these 
very same methods themselves... 
with excellent results. 

Few folks realize the remarkable 
opportunities that expertly trained 
investors can discern at times in 
the stock market. Those who early 
invested even modest amounts in 
General Motors became so wealthy 
they need never work again. The 
market-educated investor senses 
these opportunities and grasps 
them. The unskilled investor passes 
them by. 


69 








A MINE OF TIME-TESTED INVESTMENT TECHNIQUES 
USED SUCCESSFULLY by FORTUNE BUILDERS of the PAST 


Brief Outline of FORBES Stock Market Course 


i. Sapital Building Through Stock Trading. stock promt vs. Other Profits. Principles Fol- 

by Successful Investors. How to Up Sound investment Program Safety Reserve & ‘‘Secondary” 
_—, Outright Ownership vs. Margin »* aa. yy ® of Diversification. “Your Financial Inventory 
Guide’’ a copyright form for recording confidential facts on own financial ition. Exercises: (a) Getting 
Acquainted with Your Financial Paee (illustrated samples); (b) Chartin w-Jones Industrial & 
Averages, U. S. Steel, ete. (gra ph paper supplied); (c) Learn What Market Did in Past (Wall Chart of 
“Business & Security Trends’’ supplied). 


2. How Securities Markets Function. the securities Exchanges. Over-the-Counter Market. The 
Commodity Market. How Securities Exchanges Operate. Your Broker—What He Does. Set-Up “.. Typical 
Brokerage Firm. =_— o o Ee Stock Market Transaction. Handling a “‘Limit’’ Order. Other Kinds 
Stock Orders and to hem. Complete List of 1394 Symbols of Stocks Traded on N. Y. ok Exch. 
Exercises: (a) cae of chert we oy of Lesson One; (b) ja = J Penn. R. Anaconda, er. 
Atchison, Consol. Edison (graph d); () § Readin Material susolied; “The 
Nation’s Market Place.” ‘Facts You “Should Know About Security & Commodity xchanges.”’ 





3. Common Stocks—Factors Afecting Their Prices. Factors influencing investors’ Emo- 
tions. Cycles in Stock Market; Short Term Trends; Immediate Trends; the _ Trend. Outstanding Charac 
teristics of Bull and Bear Markets. Market Trends and the Business Cycle. tecting Changes in Busi 
Cycle and Stock ope. Business tndicators as Market Signals. Figures to Check Production. Distrib 
Genera! Business, a, Commod . Business Barometers Worth Watching. Business ‘‘Back 
= — to Stock Market. Other F tech for Danger Signals. Exercises: Practical Problems Based 
eading Your Financial Page, Charting Stock Market Trends, Checking Business Indicators and Watching 
Toma Political and International Developments. 


4. Preferred Stocks and Bonds—Their Advantages and Limitations. pront Potentials. 
Buying for Income. Timing Purchases. Effect of Money Rates. Buying Preferreds for Appreciation. Various 
Types: Cumulative vs. Noncumulative; Participating; Convertib and Senior and Junior Preferreds. 
Call Features. Buying Preferreds for Dividend Arrears. Five Guide Posts on Buying Preferred Shares. Don't 
Overlook Bonds. Types of Bonds—Type of issue; Quality; Maturity; Difference between Debentures, Mortgage 
Bonds, Collateral issues: Equipment Trust Bonds and Convertible Bonds. How ‘‘Average” Investor or Trader 
Can Utilize Bonds for Capital Building. When to Buy Bonds. Using Bond Market as Stock Barometer. 
Exercises: Practical Problems on investing in Preferred Stocks. in Bonds: ‘‘Charting’’ Weekly Bond Prices 
as a Useful Barometer of Stock Trends (graph paper supplied) 


5. Interpreting the Market Action. How to “Read” the Market. 4 Technical Market Indi- 
cators: (1) Volume of Trading: (2) “Breadth of Market’’—Guiding Principles for Interpretin ‘Breadth’; 
(3) Action of — Stock Groups—Value of — important ‘‘Turning Points’; (4) Action of “New 
issues’’ Market—Most Useful in Warning of Coming Trends. How to t Shift from Bear to Bull 
Market. Unmistakable + pp Which Announce Important Reversal of Trend. How to Detect Start of a Bull 
Market. Signals te Wate The Return of Market Decline; Increasing Resistance to Bad News; Action of 
**Barometric’’ Stocks; Low Price-Earnings Ratios; Large Stock Yields. How to Tell Start of Vigorous Bear 
Cycle from Modest Recovery. Exercises: Specific Problems That Test Your Ability to interpret Market's Action. 


6. Protecting Yourself Against Bear Markets. aiternating Market Cycles. Bear Markets 
Start Violently. Signs Heralding Approaching End of a Bull Market: (1) A Mature Rise Has Already 
Taken Place; (2) Large Publie Participation: (3) ‘‘Room’’ Atmosphere; (4) New Questionable Security 
Flotations; (5) Stock and Bond Yield; (6) Stock Splits, Stock Dividends; (7) Divergent Group Action: 
(8) Collapse of Some important Groups: (9) Market Resistance to Good News; (10) Volume Fading on 
Advances; (11) Feeble Rallying Power After Decline; (12) Large ae ree ae ne Ratios; (13) Bond Market 
Warnings and (14) Declining “‘Tops.” Exercises: (a) Review of Charts of D. J. Industrials, Rail & Key 
industrial Stocks; (b) Test Cases Give You Practice in Technical Stock Market Analysis. 


: f Reading Market Patterns. current vaiue of Charts. Charting Methods. Vertical Line vs. Point 
and Figure. What Ascending or Descending ‘Tops’ and “Bottoms’’ Mean. What ‘‘Support’’ or ‘‘Accumula- 
tion’’ Areas Portend. What ‘Resistance’ or ‘‘Disposition’’ Areas Indicate. How to Detect the ‘Trading 
Markets."’ What ‘“Break-away’’ Gaps Mean—(illustrated with graphic, clear-cut Charts). The Dow Theory— 
Advantages and Limitations. Essentials of Dow Theory. Dow Theory Confirmation. A Study of Past ‘‘Con- 
firmation’’ Point (with illustrated chart). Defects of Dow Theory. Exercises: (a) Specific Assignment to 
Test and Determine Your Ability to Recognize Significant Market Patterns: (b) Checking Up on Charts 
Student Has Been Keeping to Detect Possible Formations. 


8. How to Select Stocks for Profit. Investing vs. Trading. 9 Yardsticks for Investing: (1) In- 
dustry and Company; (2) ‘“‘Growth’’ Potentials; (3) Status of Company; (4) Major Trends Which May 
Affect Company's Future—Earning Power Behind Common Stock: (5) Dividend Record; (6) Price-Earnings 
Ratio: (7) Book Value; (8) ‘‘Historical’’ Price Record; (9) Evaluating Management. How to Use Corpora- 
tion's Income Statement and Balance Sheet (actual samples of General Motors, record of sales, net income 
and dividends and condensed, consolidated balance sheet). How to Select Stocks for Trading Profits. Exercises: 
(a) Practical Problems to Evaluate Specific Stocks for investment for Trading: Supplementary Material— 
Chart of ‘‘Long Term’’ Dividend Stocks on N. Y. Stock Exch. and American Stock Exchange. 


9. How to Make Money in Bear Markets. gear Markets inevitable. Watch for Bear Market 
. What to Do if You Get Caught in the Break. Watch for Secondary Rally ‘Special Situations.”’ 

Gold Stocks in a Bear Market. How Short Selling Works. Covering the Short Sales. Timing the Short Sale. 
Selling Against the Box—a Safe Method of Short oe Meeting Objections to Short Selling. Making 
mey in a Declining . Selling High and Buying Low. Use of Credit in Short Selling. Exercises: 
Practical Problems in Observation and Ability to Operate at Profit in a Bear Market. 


10. Sources of Investment Information. «investigate, then invest.’ Where to obtain infor- 
mation. Principal Sources. What Investment Services Offer. How to Use Investment Manuals and Source 
Books. How to Read an Annual Report. Business and Economie Reports. Guide Sheet for Locating Invest- 


ment Information. Exercises: Sample Financial Service Bulletins providing valuable practice in looking up 
pertinent information. 


11. Reading the Financial Page. what to Look For: (1) The Stock Market; (2) Over-the- 
Counter Market; (3) Stock Averages; (4) Breadth of the Markets; (5) Bond Market Data; (6) Commodity 
Prices; (7) Earnings and Dividend Reports; (8) Business Indicators; (9) Financial Indicators. Exercises: 
Specific Information to Check in Gaily Financial Pages (samples supplied) to Plot Your Investment Policy. 


12. Dividends and Rights. Types of Dividends. Srecthetser of Record. Ex-Dividend Data. Cal- 
culating Value of Rights. Sell or exercise? Best time to sell 


13. Dollar-Cost Averaging. tow it works, with 
Investment Plan of the New York Stock Exchange. 





and disad Monthly 


14. The Professional Wisdom of Wall Street. twenty-six wall Street Axioms. Nine Golden 
Rules of Wall Street. Investors Stock Analysis Guide. 


15. Symposium of Stock Market Course Inquiries. 





Forses, JUNE 15, 1958 








BRING YOU INVESTMENT SUCCESS— 


COURSE SHOWS YOU HOW! 


Packed with 
Market Pointers suuypeys ot pacts 
You Can Soon 


Onl 
Apply: y 


: on 9 YARDSTICKS \_———e Ss] 83 
1. The signs that help to 4 ha - FOR INVESTMENT Rear +8, s 


show which kind of market - . p L 
we are now in and how to ea oF oh : as Ne eee P 
profit. “ i = Sag , er esson 


2. How to pick stocks in . . . , 
early and fastest stages of =s  Bleases s e 
growth. ae STATISTICS 
3. When to get out be- 
cause of warning signals 
by certain basic indicators. 


of VALUABLE INVESTMENT TECHNIQUES and TOOLS 


4. Scientific forecasting 
charting and financial 
methods now in successful 
use. 


5. The proved techniques 
for operating successfully 
in any type of market. 


6. How to detect market 
tops and bottoms in ad- 
vance of less well-informed 
investors. 


7. How to make money in 
bear markets; a safe meth- 
od for selling short. 


8. How to use ‘'stock 
rights" to boost your in- 
come, “puts & calls" to 
protect profits, save on 
taxes, “dollar averaging” 
to build capital for retire- 
ment. 


9. Three ways to make 


CHARTS 
GRAPHS 








REFERENCE 
MATERIAL 





SUPPLEMENTARY 


Hundreds of investors have 
paid the regular price of $100 
found the lessons well worth 
many times the price. Now 
so that EVERY investor can 
benefit, the complete 15-sec 
tion course is bargain priced 
at $27.50 (only $1.83 per les 
son); contains all the same 
basic material! But you must 
act fast. This offer is subject 
to withdrawal at any time. If 
you move quickly this whole 
$100 course is yours for just 
$27.50-—a cool saving of al 
most 75°%. If mot satisfied with 
the course, return it within 10 
days and your money will be 
refunded 


Time and money have been 
lavished on this course. Noth 
ing has been stinted. We spent 
2 years preparing the course 
we tapped Mr. Forbes’ 40 
years and Mr. Goodman's 
years of investment § experi 
ence; interviewed outstanding 
successful investors to dive 
you their most profitable in 
vestment methods. Yet this 
entire course with its wealth of 
valuable investment techniques 
and all the supplementary tools 


profits in preferreds; how : ; ; READING * , and material is yours for the 
t th b d k + Pt os - mere pittance of SIAI per 
. a . ae lesson. Fill out coupon. Get 
a stock barometer. Sr - fe it in the mail quickly so you 


: — Mie. . can start to benefit by the 
10. Nine Golden Rules of SSon, : sat wealth of Stock Market point 


Successful Trading, Twenty- Sere s Quizes a mate ers in this Course 
Six Investment Axioms, == rene siege ; 

Glossary of Stock Market = Sse == EXERCISES 

Terms. ‘ , 


Finish Quickly Or 
Take Your Time 


To satisfy the wishes of 
a large number of students, 
now, all 15 lessons are sent 
at once. Thus YOU can 
set your own pace. At the 
end of each lesson you will 
find practical assignments 
and specific exercises. These 
develop the practices and 
observations so vital to 
stock market success. You 
test yourself so you may 
judge your progress and 
complete the training with 
final review and quiz. 


What you learn from a 
single lesson and apply to 
your investments may be 
a turning point in your 
fortunes ... should set in 
motion a chain of many 
successful transactions. 
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ON THE 


THOUGHTS BUSINESS OF LIFE 


The prudent, penniless beginner in 
the world labors for wages for a 
while, saves a surplus with which to 
buy tools or land for himself another 
while, and at length hires another 
new beginner to help him. This is the 
just, and generous and prosperous 
system which opens the way to all, 
gives hope to all, and consequently 
energy, and progress, and improve- 
ment of conditions to all. 

—ABRAHAM LINCOLN. 


A federation of all humanity, to- 
gether with a sufficient measure of 
social justice to ensure health, educa- 
tion and a rough equality of oppor- 
tunity, would mean such a release 
and increase of human energy as to 
open a new phase in human history. 


—H. G. WELLs. 


Every one expects to be better than 
he was born and every generation has 
one big impulse in its heart—to exceed 
all the other generations of the past in 
all the things that make life worth liv- 
ing. —WILLIAM ALLEN WHITE. 


Imagination, where it is truly crea- 
tive, is a faculty, not a quality; its seat 
is in the higher reason, and it is effi- 
cient only as the servant of the will. 
Imagination, as too often understood, 
is mere fantasy—the image-making 
power, common to all who have the 
gift of dreams. —JAMES RUSSELL. 


It will generally be found that those 
who sneer habitually at human na- 
ture are among its worst and least 
pleasant samples. 

—CuHar.es DICKENS. 


We can’t cross a bridge until we 
come to it; but I always like to lay 
down a pontoon ahead of time. 

—Bernarp M. Barucu. 


Economy is the art of making the 
most of life. The love of economy is 
the root of all virtue. 

—GEorRGE BERNARD SHAW. 


Let us live in as small a circle as we 
will; we are either debtors or creditors 
before we have had time to look 
around. —JOHANN W. von GOETHE. 


We look forward to the time when 
the Power of Love will replace the 
Love of Power. Then will our world 
know the blessings of Peace. 

—WILLIAM GLADSTONE. 
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Any party which takes credit for 
the rain must not be surprised if its 
opponents blame it for the drought. 

—Dwicut W. Morrow. 


Fellowship in joy, not sympathy in 
sorrow, is what makes friends. 
—FRIepRiIcH NIETZSCHE. 





B. C. FORBES: 
The right kind of recreation is 
almost as essential to success as 
the right kind of education. It 
should re-create, rejuvenate 
and re-invigorate the brain cells 
as well as the red corpuscles of 
the blood. Books, walks, music, 
the theater, athletics, travel, au- 
tomobiling, gardening, friends, 
conversation—each and all in 
their proper place can supply 
ideal recreation. Recreation 
need not mean, should not mean, 
rusting. It should mean renew- 





ing one’s vital forces, getting a 

fresh outlook and a fresh hold 

of life, imbibing fresh knowl- 

edge, refilling the wellsprings 

of joy. Recreation is the salt 
| ne gives life its flavor. 





The prudent man may direct a state, 
but it is the enthusiast who regener- 
ates it. 

—Epwarp Grorce BuLwer-LyTTOoNn. 


The value of all things contracted 
for is measurable by the appetite of 
the contractors, and there the just 
value is that which they be contented 
to give. —THOMAS Hoses. 


Everyone has his superstitions. One 
of mine has always been when I start- 
ed to go anywhere, or to do anything, 
never to turn back or to stop until the 
thing intended was accomplished. 

—U.tysses S. GRANT. 


If you wish your merit to be known, 
acknowledge that of other people. 
—ORIENTAL PROVERB. 


The secret of success in society is a 
certain heartiness and sympathy. A 
man who is not happy in company, 
cannot find any word in his memory 
that will fit the occasion; all his infor- 
mation is a little impertinent.. A man 
who is happy there, finds in every 
turn of the conversation occasions for 
the introduction of what he has to say. 
The favorites of society are able men, 
and of more spirit than wit, who have 
no uncomfortable egotism, but who 
exactly fill the hour and the company, 
contented and contenting. 

—Ra.PpH Wa.Lpo EMERSON. 


Generosity during life is a very dif- 
ferent thing from generosity in the 
hour of death; one proceeds from gen- 
uine liberality and benevolence, the 
other from pride or fear. 

—Horace MAnn. 


A period of high civilization is one 
in which thoughts fly freely from 
mind to mind, from one country to 
another—yes, from the past into the 
present. —GILBERT HIGHET. 


Men ought to find the difference be- 
tween saltness and bitterness. Cer- 
tainly, he that hath a satirical vein, as 
he maketh others afraid of his wit, so 
he had need be afraid of others’ mem- 
ory. —Francis Bacon. 


It is doing some service to humanity 
to amuse innocently; and they know 
very little of society who think we can 
bear to be always employed, either in 
duties or meditations, without any re- 
laxation. —Sir PuHItiip SIpney. 


Knowledge is a treasure but prac- 
tice is the key to it. —THomas FULLER. 


I know of no safe depository of the 
ultimate powers of society but the 
people themselves, and if we think 
them not enlightened enough to exer- 
cise their control with a wholesome 
discretion, the remedy is not to take it 
from them, but to inform their discre- 
tion by education. 

—THOMAS JEFFERSON. 


si Gs oT oa 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 











A Text... 


Sent in by Earl R. Bluder, Lom- 
bard, Ill. What’s your favorite 
text? A Forbes book is presented 
to senders of texts used. 


Their security should be invested in the 
life to come, so that they may be sure of 
holding a share in the life that is per- 
manent. 


—I Trwotny 6:19 
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Greater Philadelphia is humming with activities that spell 
growth and opportunity. Penn Center is shaping up as a 
fabulous city within a city, a perfect focal point for all 
business. Nearing completion is the great Schuylkill Ex- 
pressway, part of a vast new network of highways that links 
Philadelphia with the nation. Around Independence Square 
a large area of the city is being restored to its former 
historic glory. Aiding all such enterprises is the easy access 
to abundant low-priced electric power. For any industry, 
Delaware Valley is truly a Land of Opportunity, an ideal 
site for a new plant. 


PHILADELPHIA ELECTRIC COMPANY 


A business-managed, tax-paying utility company owned by more than 100,000 stockholders Serving the world’s greatest industrial area, Delaware Valley 





the proudest 
name in 
For Reservations 
(by the new 
4-second 
; Reservatron or 
 Direct-Line Teletype) 
call your nearest 
Sheraton Hotel. 
EASTERN DIV. 
BOSTON* 
Sheraton-Plaza 
WASHINGTON* 
Sheraton-Cariton 
Sheraton-Park 
PITTSBURGH* 
Penn-Sheraton.- 
BALTIMORE* 
Sheraton- Belvedere 
PHILADELPHIA®* 
Sheraton Hotel 
NEW YORK 
Park-Sheraton 
Sheraton-East 
(formerly 
the Ambassador) 
Sheraton-McAlpin 
Sheraton-Russell 
PROVIDENCE* 
Sheraton-Biltmore 
ATLANTIC CITY 
Sheraton Ritz-Cariton 
SPRINGFIELD, Mass.* 
Sheraton-Kimball 
ALBANY* 
Sheraton-Ten Eyck 
ROCHESTER* 
Sheraton Hotel 
BUFFALO* 
Sheraton Hotel 
SYRACUSE 
Sheraton-Syracuse Inn 
Sheraton-DeWitt Motel 
BINGHAMTON, N. Y.* 
Sheraton-Binghamton 
(opens early 1959) 


MIDWESTERN Diy 
CHICAGO" 
Sheraton- Blackstone 
Sheraton Hotel 
DETROIT* 
Sheraton-Cadillac 
CINCINNATI* 
Sheraton-Gibson 
ST. LOUIS* 
Sheraton-Jefferson 
OMAHA* 
Sheraton-Fontenelle 
LOUISVILLE* 
Sheraton-Seelibach 
The Watterson 
DALLAS* 
Sheraton Hotel 
(Opens early 1959) 
AUSTIN 
Sheraton-Terrace Motel 
AKRON* 


Sheraton Hotel 
INDIANAPOLIS* 
Sheraton-Lincoln 
FRENCH LICK, ind 
French Lick-Sheraton 
RAPID CiTy, S.D* 
Sheraton-Johnson 
SIOUX CITY, lowa* 
Sheraton-Martin 
Sheraton. Warrior 
SIOUX FALLS, S. D.* 
Sheraton-Carpenter 
Sheraton-Cataract 
CEDAR RAPIDS, lowa* 
Sheraton-Montrose 


PACIFIC DIV. 
SAN FRANCISCO* 
Sheraton-Palace 
LOS ANGELES* 
Sheraton-Town House 
PASADENA* 


Huntington-Sheraton 
PORTLAND, Oregon* 
a (opens summer 1959) 
CANADIAN DIV 
MONTREAL* 
Sheraton-Mt. Royal 
The Laurentien 
TORONTO* 
King Edward Sheraton 
NIAGARA FALLS, Ont.* 
Sheraton-Brock 
HAMILTON, Ont.* 
Sheraton-Connaught 


& 


PLEASE BRING YOUR CHILDREN: We love having them with us, and the Sheraton Family Plan (no 


charge for children under 14 in room with adult) is available seven days a week in all cities starred 


at right. It’s family travel time. Why not bring the whole family on your next business or vacation trip? 
York Stock Exchange 


Sheraton Corporation Shares are listed on the Neu 





